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This advertisement will appear in 
Chicago newspapers at the time of the 
ABA Convention, September 21-24. 
We hope you will attend so that we 
can see you in person. 
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Lsene what 
bankers talk about 
at a convention” 


(The inside story from Hubert, the Harris Lion) 


‘“‘After exchanging a few stories and passing around 
snapshots of the kids, or maybe the grandchildren, 
bankers quite naturally talk about money... and 
where it will do the most good for the most people. 
“The fact is money can’t just be piled up collecting 
dust in a vault. It’s got to be kept working .. . that 
way it makes more jobs and more business, and helps 
us all. 

“*It’s important, too, that money be moved swiftly 
and safely, and your bankers have developed this into 
a real art. They tell me that over twenty-five million 
checks are written in the United States every day, 
and the banks, through their correspondent banks 
and the Federal Reserve System, are doing a pretty 
skillful job of presenting these checks for payment 
quickly, in most cases practically overnight. 

“So now you know why, when bankers get to- 
gether, they talk about money most of the time. 
Maybe the subject sounds a little dull to you. but 
remember that it’s mighty useful shop talk to all the 
bankers in town this week. By getting better 
acquainted and exchanging ideas, they find ways to 
help your money work harder for you. 

“If you have a money problem, even if it calls for 
knowledge about another section of the country, see 
your banker. He can call upon his fellow bankers 
throughout the United States to help you. Here in 
Chicago, we invite you to come see us at Harris.”’ 





HARRIS *? BANK 


Organized as N. W. Harris & Co. 1882 —Incorporuted 1907 
115 WEST MONROE STREET—CHICAGO 90 


Member Federal Reserve System ... Federal Deposit Insurance Corporation 
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SIXTY YEARS... 
AND THE BEST 
IS YET TO COME 


























60 years ago, loading 
freight involved slow, 
back-breaking labor 


oodyear Conveyor Belts Speed Transportation 


In the 1890's, when Goodyear was founded, loading 
of freight, baggage and other cargo was an exhaust- 
ing, time-consuming task. Shipments moved slowly 
because every article, no matter how large or small, 
had to be repeatedly loaded and unloaded by hand. 


Goodyear conveyor belts now help to do this back- 
breaking work, and thereby slash costs and speed ship- 
ments. These rubber-muscled workers help to load and 
unload railroad cars, ships and airplanes rapidly and 
economically ... haul ore, coal and building materials. 
Goodyear-pioneered “moving sidewalk” belts carry 
passengers through airports and railway stations, add- 
ing comfort and convenience to traveling. 


GOODFYEAR 


Planned diversification has produced dozens of other 
types of Goodyear products to serve almost every in- 
dustry. Among them are all sizes of V-belts, some of 
them with running speeds as high as 10,000 feet per 
minute. Goodyear’s diversified products also include 
tires . . . aircraft and aviation equipment . . . shoe 
products ... foam products ... films and flooring .. : 
metal products ... chemicals .. . and many more for 
fast growing world-wide markets. 


It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 





THE GREATEST NAME IN RUBBER 


Watch “Goodyear Theater” on TV—every other Monday 9:30 P.M. EDT. 
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New YORK [RUST 
COMPANY 


100 BROADWAY 
10 ROCKEFELLER PLAZA .- 205 EAST 42ND STREET 
MADISON AVENUE AT 40TH STREET - MADISON AVENUE AT 52ND STREET 
MADISON AVENUE AT 59TH STREET - SEVENTH AVENUE AT 39TH STREET 


70 Years of Trust Service 
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have undergone 
revolutionary changes even from the days 
of the sweat-shop to today’s highly auto- 
mated plants and synthetic materials and 
combinations. Fickle Fashion has added its 
tribulations to this most individualistic of 
industries, but modern techniques and pop- 
ulation growth promise more stability for 
integrated, diversified companies such as 
Burlington Industries, representing the in- 
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CORRESPONDENCE 


Taxability of Insurance 


In the August issue — “Insuring Un- 
insured Employee Benefit Plans” — 
Mr. Howes says (p. 717) the insurance 
payments are free of income tax. Surely 
he does not mean this. 

Ralph Wallace 
Vice President, 
Kennedy Sinclaire, Inc. 


Montclair, N. J. 
Ed. Note: We are likewise sure. The 


author used the expression “life insur- 
ance payments” rather than “proceeds” 
to mean — as we interpreted it in the 
editing — payments attributable to the 
life insurance portion of the contract. 
As was pointed out in the article by A. 
S. Moses, Jr., in the July issue (p. 618), 
and the Pensiontax Guide sent by our 
correspondents, only the excess of pro- 
ceeds over the cash value at death is 
free of income tax. 


Variable Annuity and Cost of 
Living — 

The July (p. 636) article on “The 
Variable Annuity” by John F. Fralick, 
made these statements: 

“Arguments in favor of the vari- 
able annuity rest on two basic as- 
sumptions. 

“2. That there will be a reasonably 
close correlation between living costs 
and common stock prices and divi- 
dends over long periods of time. 

“The second basic assumption un- 
derlying the variable annuity is sup- 
ported by long-range studies of com- 
mon stock prices, dividends and living 
costs. The basic assumption of reason- 
able correlation is valid for long pe- 
riods of time.” 

Would you be so good as to publish 
information on average stock prices and 
costs of living at the highs and lows of 
the past fifty years. Information which 
I have seen from the Teachers Insur- 
ance and Annuity Association is quite 
at variance with Mr. Fralick’s state- 
ments. 

John W. Corrothers, C.L.U. 
San Francisco, Cal. 


AUTHOR'S REPLY: 

My article was submitted on May 6, 
1958. Common stock prices have risen 
considerably since that time and the 
Dow-Jones Industrial Average has near- 
ly regained its level of the mid-summer 
of 1957. The period of divergence be- 
tween the cost of living and stock prices 
to which I referred and during which 
the article was written terminated, at 
least temporarily, with the market rise 
which began after the article was sub- 
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Before the Board... Your Small Trust! 


HOW MUCH ARE YOU WORTH? Have you added it 
up lately? It may be considerably more than you think... 


Even if the size of your estate seems small, the chances 
are good that it needs Trust service. 


Now—with a new service from Bank of America — for 
funds starting as low as $5,000, you can establish a Small 
Trust for your wife, for the education of your children, 
parents, friends or for your favorite charity. 


Under this new arrangement a Small Trust receives all 
the specialized service and benefits previously restricted 
by operational costs to much larger trusts. 


Learn what an invaluable part a Small Trust can play 
in the management and disposition of your over-all estate! 
Our Trust Officers will be happy to furnish you with com- 
plete information. Why not make an appointment at your 
local Bank of America Branch today? 


Bank of America 


NATIONAL Z8YSTAN2 ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





mitted. Therefore, the period of diver- 
gence lasted approximately nine months. 
A period of such duration does not ap- 
pear to contradict the general hypothesis 
of reasonably close correlation between 
living costs and common stock prices 
and dividends over long periods of time. 


The second paragraph of your letier 


to the editor omitted the italicized por-f 
tion of the following quotation from the} 


article: 
“The second basic assumption under- 
lying the variable annuity is sup- 
ported by long-range studies of com- 
mon stock prices, dividends and living 


riods during which stock prices have 

fallen while living costs have risen, 

as in recent months, the basic as- 

sumption of reasonably close correla- 

tion is valid for long periods of time.” 

The above statement says no more 
than that the correlation is reasonably 
close over long periods of time and that 
it is completely interrupted from time 
to time by periods of divergence. I be. 
lieve that the study by Hugh W. Long 
& Co., referred to in the thesis on which 
my article was based, shows that the 
correlation is quite satisfactory for the 
purpose of retirement income programs. 
As a matter of fact, the long study points 
out that the performance of common 
stocks has been better than merely ade- 
quate. 


I do not interpret the TIAA data as 
published in “A New Approach to Re: 


tirement Income” as being at variance 
with the concept of reasonably clos f 
correlation between the cost of living f 


and common stock prices and dividends 
over long periods of time. Obviously, 
an all stock fund will fluctuate more 
than a combined fund. This is clear) 
shown in the TIAA tables. However, 
tables 6, 8 and 9 of “A New Approach 
to Retirement Income,” which show the 
30-year, 20-year and 10-year accumu 
lations resulting from investment ©! 
$100 per year, show only two periods 
during which the all-stock fund failed 
to produce a higher purchasing powe! 
equivalent than the combined fund. |! 
may well be that many retirees, if nol 
most, would prefer a higher purchasing 
power equivalent subject to considerable 
fluctuation than a substantially lowe! 
purchasing power equivalent subject t 
substantially less fluctuation, particular 


ly where the retiree has other incom > 


of a fixed nature. Throughout the vat! F 
yea 


able annuity concept there is the a 
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sumption that the equity annuity wil f 


be combined with fixed income in some 
way or other. 


(Continued on page 838) 
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"PRACTICE OF LAW" as respects estate and 
trust administration has long evaded uni- 
versally acceptable and uniform defini- 
tion. Nor has the recent ruling (See p. 
of a judge of the Superior Court of 
Connecticut contributed clarification. Ap- 
peal would now be made to the Supreme 
Court of Errors which had remanded it to 


‘the lower court........-Again the problem 


' is to distinguish between matters of law 


»- interpretation, 


Long 
hich F 


t the 


r thf cludes requirements for "independent" at- 


conflict of interest, 
etc. — and normal or routine business pro- 
cedures, for which a corporate fiduciary 


' is chartered. The list of 14 points in- 


rams, & 


oints ; may be one or the other, 
monf final adjudication, and accordingly affect 
ade. | the cost to the mutual principal — the 


ta as 


torney representation in operations that 
according to 
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SOCIAL SECURITY BENEFITS WILL RISE 7% 


' in February, with new rate of 24% ona 
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$4,800 base in force with the New Year. 


| This is the fifth consecutive election 


year in which Congress has liberalized 
benefits or coverage. Pension experts view 


\ with misgivings biennial tinkering with the 
| Program, already admittedly deficient ac- 
> tuarially, though Washington claims the 


new rates will cover increased costs by 
1960 and then produce an annual surplus 
through 1985. The prospect of evermore 
"Big Government" with $80 billion or more 


» budgets only intensifies worry over the 


declining value of these "benefits" as the 
dollar shrinks in value, assuring a grow- 
ing load to be met by future generations 
of taxpayers. 


A 4IGHLIGHT OF THE "TECHNICAL AMEND- 


| MENTS ACT of 1958" insofar as readers of 
TkE are concerned is the provision for 10- 
year installment payment of estate taxes 
on «states with closely held businesses. 
The orivilege of deferred payment is lim- 
ite’ to the portion of the tax attribut- 
abl- to the business which must represent 
SEP’ MBER 1958 











55% of the gross estate or 50% of the tax- 
able estate. Interest rate is 4%...The 
Act, which in its final form incorporates 
the originally separate "Small Business 
Tax Bill," contains many substantive as 
well as technical reviSions, Some of which 
are beneficial to taxpayers, others of a 
loop-hole closing nature. An outline of 
pertinent provisions is at p. 854...The 
"Self-Employed Individuals Retirement 
Act," passed by the House, was not re- 
ported out of the Senate Finance Commit- 
tee. 


TEXTILES ARE WOVEN INTO EVERYONE'S LIFE 
from diaper to shroud, but the securities 
of their manufacturers are not widely 
held in trust portfolios. For one reason, 
most of the 8,000 establishments engaged 
in "the business of weaving" are privately 
or closely held. But new giants have grown 
out of this one-time do-it-yourself indus- 
try and may sooner than we expect join the 
ranks of the "growth" stocks, as an in- 
creaSing population becomes more demand- 
ing than present near-capacity operations 
(in good or normal times) can accommodate 
without profit blood-letting or erratic 
price cuts. A picture of this billion- 
dollars-a-month business is presented at 
p. 780. 


SIMPLIFICATION OF FIDUCIARY SECURITY 
TRANSFERS is the aim of a Uniform Act of 
that title adopted last month by the Na- 
tional Conference of Commissioners on Uni- 
form State Laws. Designed to eliminate the 
excesSive documentation which has been re- 





AT THE 81st ANNUAL MEETING OF THE AMER-= 
ICAN BAR ASSOCIATION held in Los Angeles 
during the closing days of August, Ross 
Malone of Roswell, N. M., was elected 
President. The proceedings of the Probate 
and Trust Law Divisions will be published. 
in the October issue. 
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quired by transfer agents as a result of 
an old Supreme Court decision, the pro- 
posed statute is a modified version of the 
model act adopted recently in Illinois, 
Connecticut and Delaware, which was 
drafted by a Committee of the Section of 
Real Property, Probate and Trust Law (see 
T&E, July 1957, p. 641). Major change is 
the addition of a section exonerating 
banks, brokers and other third parties 
from liability in the absence of actual 
knowledge of a breach of duty by the fidu- 
ciary. Additional comment and text of the 
Uniform Act will be published with the 
above mentioned committee's 1958 report in 
the next issue. 


A UNIFORM ESTATE TAX APPORTIONMENT ACT 
was also approved by the Commissioners. It 
provides for allocating the burden of 
estate taxes among beneficiaries in pro- 
portion to their legacies as determined 
by the probate court. Although a number of 
States already have such laws, a unique 
feature of the Suggested statute is a pro- 
vision enabling an executor or resident of 
another state to sue a resident of the 
enacting state for his share of taxes pro- 
vided the other state has adopted the Act 
or a Similar law. 


"PROBATE INCOME" — that coming into the 
hands of an executor during administration 
of the estate — has been made the subject 
of an amendment to the Uniform Principal 
and Income Act by the Commissioners at 
their August meeting. This Act — in whole 
or in part — is in force in about half the 
states, but the new provision, which 
covers the determination and disposition 
of such income, may be adopted separately. 


EXTENSION OF RECIPROCAL TRADE AGREEMENTS 
ACT, so strongly advocated by Pres. Eisen- 
hower and supported 317 to 98 by the 
House, marks a great victory in the free 
world economic offensive against Russia's 
Cold War penetration program. Along with 
the World Bank, Export-Import Bank, GATT, 
the European Economic Community or "Com- 
mon Market" and Free Trade Area efforts, 
it can usher in a new day of prosperity 
for all cooperating nations. Not even the 
United States can remain strong economi- 
cally or defensively in an isolation booth 
or without more and more prosperous inter- 
national customers. More economic trade 
will make less foreign aid necessary and 
pay off for both sides, if not crippled 
by pressures of certain myopic industrial- 
ists seeking "protection" for their self- 


778 


ish advantage for their particular prod- 
uct. They will do better to plan long- 
overdue readjustments to today's realities 
— political and economic. Readjustments 
there will have to be, and investors too 
will want to take a close look at the abil 
ity of managements in over-protected in- 
dustries to make them, for what any privi- 
leged group gains for itself is at the 
cost of all others. 


Our imports have about doubled in the las 
decade (about $13 billion in 1957) but eve 
more have our exports — to $21 billion in 
the same year. There is no Easy Street for 
companies faced with worthy competition 
from abroad, but our industrial leaders 
have shown great ability to meet change and 
make progress. Today it is simply a ques- 
tion of declaring our INTER-dependence and 
taking the Road to Prosperity, lest we be 
forced to take the Road to War. The recent 
project report of the Rockefeller Bros. 
Fund on "Foreign Economic Policy for the 
20th Century" makes an excellent analysis 
of this crucial situation. 


NON-GOVERNMENT WELFARE AND PENSION PLANS § 
must file annual reports with the Secre- 
tary of Labor and make them available to 
beneficiaries, under the Disclosure Act 


Signed late last month by President Eisen- 
hower who criticized it for a number of 
inadequacies but approved the measure be- 
cause it "establishes a precedent for 
Federal responsibility in this area." En- 
ployer organizations had strongly opposed 
the Senate's bill which in conference was 
abandoned in favor of the substantially 
different and less exacting House version 
which with minor changes was agreed upon. 
Excluded from application of the law are 
plans of certain exempt organizations 
listed in Section 501 of the Internal Rev- f 
enue Code and those with not more than 25 
employees. 


CONTINUED PRESSURE ON LONG-TERM BONDS 
marked the August markets, with Govern- 
ments at new lows. Whether due to apparent 
reversal of the Federal Reserve's policy 
of money ease or the earlier speculative 
excesses, the extent and rapidity of the 
decline have been extreme. While Government 
experts have not the temerity to prophesy 
a sharp rebound, the impression is gaining 
that a bottom should not be far away. 
Those issues acceptable at par in settie- 
ment of death duties should have special 
appeal for courageous investors at the 
Sharp discounts now ruling. 
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Cooper Union Museum 

Folk customs and articles of daily use 

often appear in designs as in this 

silken Hispano-Moresque tapestry of 
13th-]4th century. 


NLY THREE TO FOUR GENERATIONS 
@) ago nearly every household was 
engaged in the “manufacture” of tex- 
tiles, but Mr. Arkwright changed that. 
Today there are still, however, some 
8,000 textile establishments in the 
United States alone, making it one of 
the most individualistic of enterprises. 
And therein lies the source of many of 
its problems and confusions — and per- 
hapes in the long run a source of 
strength because of the obvious need 
for solid foundations. 

The textile mill products and apparel 
industry, generally grouped together in 
government statistics, employs over 2 
million people directly. Together they 
constitute the second largest industry in 
the United States in terms of employ- 
ment. The annual payroll in the textile 
mill products industry is $3 billion. Tex- 
tile mill product employees comprise 6% 
of all factory workers. The textile indus- 
try buys $2! billion worth of chemicals 
each year. Fibers constitute 85% of 
these purchases, dyes and miscellaneous 
products make up the remainder. The 
“value added” by manufacture in the 
textile industry amounts to approximate- 
ly $4.5 billion per year. 

The casual observer might assume 
that an industry so closely related to 
population would have a built-in growth 
character, especially as 43°% of the pro- 
duction goes into apparel and 34% 
into household fabrics and for other 
household uses; and advances in the 
standard of living have opened or en- 
larged new avenues of use for fabrics 
in home, car, office, industry. Investment 
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analysts do not generally share that 
view, nor has the stock market in re- 
cent years, and from the IRB Index of 
Industrial Production it appears that 
textile preduction has lagged behind the 
overall industrial average. 

While this index was climbing almost 
uninterruptedly from 100 in 1947 to 
143 in 1957, textile production bounced 
around between 101 (47) to 94 to 107 
(highest was 111 in *50) to 99 last year. 
This is considerably misleading, how- 
ever, partly because in an industry with 
so many units and so many small ones 
complete and accurate data are not 
available. Further, measurement of tex- 
tile production in terms of pounds does 
not take account of the trend in many 
fabrics, natural and synthetic, to lighter 
weights. Nor does it fully assess impact 
of lenger wear-life resulting from in- 
creased strength of some of the newer 
man-made fibers. 

The textile industry’s performance in 
recent years has not made it an in- 
vestor’s glamour-girl, and the current 
decreases in earnings and dividends 
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in spite of high relative stability orf) give 
growth in sales. But these sales, it F latit 
should be noted, are not truly reflective f pric 

of volume, since the severe price cutting F won 
which brought the lower net also means F the 
that more goods are being sold. » do 
Operating results for the past tenf bec: 
years of the two largest publicly-owned F nee 
concerns in the business — Burlington F syst 
Industries and J. P. Stevens — illustrate F) abil 
this point. In the first four years both F tim 
companies averaged about 15% operat- fF che 
ing earnings (before tax) to sales, while F is a 
in the latest four years they both aver: F qua 
aged around 5%. This in spite of great- F) pro 
ly increased dollar sales which, in mos F  ¢ 
industries in normal times, provides the ) spe 
leverage factor to better profit ratios [the 
(Increased dollar sales in both com 3 par 
panies stemmed from acquisitions.) And fF tex! 
since the two-thirds lower ratio of nef 2 1 
to sales clearly indicates that goods were J) con 
being sold at lower prices, overall dollar F) exp 


figures for sales are obviously a poor 
yardstick of production and cover up 
the fact that the industry has, in actual f 
production, been in a substantial growth 
period, even after discounting inflation. 
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Price Instability Rules 


Thus we have the picture of a ver) 
real growth type of business in the de- 
mand sense, beset by internal or trade 
peculiarities, with dollar sales up i 
eight of the past ten years and down in 
two, while net was off in five of those 
years, substantially so in four, for ‘hese 
two major companies. This, it was Te 
marked at the Seminar, is largely at 
tributable to the lack of adequate pro- 
duction planning and strength in »ric 
ing with periodic “dumping” of ¢ ods 
in oversupply by the many indepe: den! 
plant operators and, conversely, vel 
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time production in any type of fabric 
where market demand is heavy and the 
profit margin satisfactory. It was 
pointed out that this condition as ac- 
centuated by the fact that probably a 
majority of mills have the means for 
) relatively easy start-up, step-up or cut- 
back timing. And until the industry be- 
comes more integrated by attrition or 
merger, more cost-conscious and _ less 
free-for-all, price stability will continue 
to be a prime problem. 

Vulnerability to price volatility of 
even the most progressive and diversi- 
fed companies in the business is also 
due to the fact that, unlike automobile 
or food or a great many other manu- 
facturers, the textile producers are not 
build their markets by 
| brand-naming most of their goods 
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rields. fF through to the ultimate consumer. This 
ty orf gives the converter or middleman wide 
es, it latitude in bargaining and buying-by- 
ective : pricetag, especially in these days when 
utting Ff women — let alone men — cannot “tell 
means | the goods by the feel” as most could 

do before the synthetics and mixtures 
tt ten’ became a major factor. Perhaps the 
»wned f— need here is for a reliable “grading” 
ngton — system as to quality, durability, clean- 
strate — ability, shapeholding, etc. In the mean- 
; both & time, Gresham’s law of money (that the 
perat-F cheaper tends to drive out the dearer) 
while f is a continuing challenge to the better- 
aver. f quality producers to improve efficiency, 
great- f) product research and marketing services. 
-most f} Competition between materials for 
es the [ specific uses never ceases. Regardless of 
ratios. F the type of fiber which goes into ap- 
com parel, which consumes 43% of overall 
) And f textile volume, it has to be produced by 
of net fF a mill. As normal population growth 
; were continues, apparel fiber volume should 
dollar fF) expand with it, with special attention 
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ties age group which, being more clothes 
conscious, consumes more than the over- 
all per capita average. 

Non-apparel uses account for 57% 
of textile production, but increased ap- 
plications in some industrial fields — 
automobiles, home furnishings, shoes, 
bags, insulation, etc. — have been more 
than offset by loss of some markets io 
the more inexpensive paper or plastics 
fields. 

The heavy decline in auto production 
(a large user of textiles) in the last 
three years has also had an adverse ef- 
fect on fabric sales, but this promises 
to be reversed as auto sales regain nor- 
mal volume. And the up-trend in home 
building augurs well for textile de- 
mand, especially for new sun-resistant 
and easy-to-wash materials. As econ- 
omist A. W. Zelomek noted in a recent 
address, extensive liquidation of inven- 
tories created by excess production has 
about corrected the severe market indi- 
gestion and “the textile-apparel indus- 
tries have passed their low point.” 

In a like textiles 
where an excess supply breeds quick 
and exaggerated price cuts — also oc- 
casioned by liquidation of those lines 
threatened by fashion change — aitti- 
tudes toward ownership of inventory are 
determined largely by the state of mind 
of both producers and buyers, rather 
than by basic economic factors, accord- 
ing to Mr. Spears. General business im- 
provement, however, encourages the 
psychology and brings about larger 
orders and more forward commitments. 

Another factor contributing to over- 
production and consequent disruption 
was the heavy military demands which 
accounted for a third or 
tile production by the end of World 
War II, but is now % of 1%. 


volatile business 


more of tex- 





Burlington Industries, Inc. 
lhe weave room at Cramerton, N. C., where Galey & Lord ginghams are made. 
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“He can’t be disturbed now—he’s in confer- 
ence. Would you care to leave your name?” 


Fashion Calls the Tune 


Fashion changes are two-edged 
swords: they stimulate new demand and 
boost over-all sales volume, but they 
also seriously reduce the volume produc- 
tion of many fabric runs and make for 
quick obsolescence of some others. This 
factor, plus the varying individual tastes 
and customer preferences for something 
“different,” thus often precludes the ef- 
ficiency and profitability of large volume 
items and necessitate operating change- 
overs from pattern to pattern. Industrial 
engineering cannot reduce costs of pro- 
duction, Mr. Myers stated, enough to off- 
set substantial price cutting, but timely 
buying of raw materials, better design- 
ing and styling of the more staple 
fabrics and aggressive merchandising — 
along with planned diversification— 
work to the advantage of the larger in- 
tegrated units in the trade. 

While there has been no major style 
change in recent years to give impetus 
to new orders, an evolution has been 
taking place in clothing habits notice- 
able particularly in sportswear, “separ- 
ates” and casuals, the first now being a 
major item. The introduction of new 
fibers and finishes, synthetic and mix- 
tures, ushered in a large new and re- 
placement market, but increased dur- 
ability and lightness of fabrics has con- 
tributed to some decline in the per 
capita pounds consumed. Men’s suits, 
for example, average about half the old 
weights, men’s stretch socks outlast prior 
ones by as much as eight to one. Wo- 
men’s hose, on the other hand, wear 
out faster as the demand has led to 
shearer textures, and introduction of 
color has helped make it again fashion- 
able to wear hosiery, which is now al- 
most entirely Nylon. Also, many of the 
new finishes necessary for “wash and 
wear” garments weaken the fabric and 
consequently shorten the wear life of 
the garment. 

The fact that dollar sales in the in- 


781 





dustry have stood up so well in the 
face of all these readjustments, changes 
and lowered prices — and contempor- 
aneously with inflated prices in other 
fields — suggests that the limited statis- 
tics available may not adequately re- 
flect the trends or project the future 
of the Textile industry. 

The large number of textile concerns, 
a majority of which are family owned 
or closely held plants with less than 
50 to 75 employees (the average mill 
employs 129), makes for erratic and 
highly ccmpetitive practices within the 
industry. Several paper companies are 
now making paper-based “textile” end 
products, and although this is a fast- 
growing area it is a minute percentage 
compared to spin-weave materials, and 





wool piece-goods that, along with a few 
synthetics, can be so well made 
abroad where hand skills are now com- 
bining with modern machinery. Perhaps 
a quota system to control imports is the 
only real way to afford domestic indus- 
try reasonable protection. 


The Burlington Industries 


From a modest start just thirty-five 
years ago (a 200 loom 10,000 spindle 
mill in Burlington, N. C.) Burlington 
has become the largest organization in 
ihe industry with the widest diversity 
of textiles by type of fabric, process 
and use. Sales totalled $27 million in 
1937; $671 million in °57. Earnings 
(b.t.) of $1 million twenty years ago 
compare with $34.2 last year. 


- 


Burlington Industries, Inc. 


Fiberglass fabric woven by Hess Goldsmith Division serves as an inexpensive storage tank, 
weighing only a fraction as much as a metal tank of like capacity. 


investigations by Burlington Industries 
indicates that it is likely (on any near 
term basis) to be confined to industry 
and hospital wear or tissues and similar 
specialized applications. 

In the foreign field, Japan has be- 
come the world’s major exporter of 
cottons and synthetic textiles — ac- 
cording to a survey reported last year 
by Dominion Textile Co. of Canada, 
while the United Kingdom and recently 
India provide increasing competition 
in the world markets, and many Euro- 
pean countries have reestablished or de- 
veloped their own facilities. The low- 
cost production, especially in Japan 
with low wage rates, poses a competitive 
difficulty more than in proportion to 
the volume since a small amount of im- 
ports has an unbalancing effect on the 
price structure of our sensitive domestic 
market. Thus there is pressure for “pro- 
tection” by tariff walls in this industry, 
too, as the majority in number of U. S. 
plants are in the conventional cotton or 
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In the apparel field, still the largest 
segment of their business, woven and 
knit products utilizing nearly every tex- 
tile fibre are sold in the greige state to 
converters and in the finished state for 
sewing into garments for men, women 
and children. These range from shirts, 
blouses and underwear to work clothing, 
sleep and sports wear, under such well- 
known brands as Pacific Mills, Peerless 
and Raeford, Galey & Lord as well as 
B.I. marks. It is the largest producer of 
women’s hosiery and probably in several 
other types of clothing materials, syn- 
thetic, natural and blends. 

Burlington is an important producer 
of household fabrics, ranging from con- 
ventional upholstery materials and bed 
coverings to glass-fibre curtains. Many 
of these are sold — branded or un- 
branded — in finished condition to re- 
tail stores. Home-building and popu- 
lation growth make this a promising 
field, as is that for children’s wear, 
especially as the company has the tech- 





niques and equipment to handle plasti«s 
and synthetics as well as man-mace 
fibers as the varied needs and tastes 
change and company research develops 
improved mixtures or processes en- 
gineered to the myriad variety of cus- 
tomers. This diversification has been 
a basic objective of the company’s plan- 
ning and has contributed to greater 
stability of operations, even of profits, 
than has normally characterized the in- 
dustry. 

Burlington’s industrial customers put 
its fabrics to literally thousands of uses: 
for tubeless tires, auto upholstery and 
convertible tops, fiber-glass for airplane 
fabrics, luggage and boats, furniture, 
even for guided missiles and swimming 
pools. Packaging materials, abrasive. 
holders and tapes and 
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fabrics are a few others put to industrial F 


uses. 
Textiles have served man from earliest 
times, not alone for personal adornment 


or protection against the elements but f 


as a means of enhancing the comfort 
and appearance of his living quarters. 
Tapestries in medieval castles repre 
sented a distinctive art form as 
as a partial shield against drafts and 


dampness from cold stone walls. While 


use of textile fabrics today for wall 


decoration has only a limited potential. f 


Mr. Spears noted that cheesecloth over 
plaster is helpful in improving appear. 
ance and longevity of paint jobs. 


In Diversity Strength 


The investor in Burlington Industries F 


actually is a partner in thirty marketing 


and operating divisions which, in 112 


different plants, operate with a wide lati- 


tude of autonomy and flexibility while P 


coordinating research and_ purchasing 
facilities and the services of merchan- 


dising, legal, engineering, design and f 


promotion specialists. While compan) 


policy is to carry its wide variety of P 


goods as near to the ultimate consumer 


as is feasible, as with nationally adver- [7 
tised brand products direct to retailers. 7 


it has been found preferable in man) 


cases to serve them through independent 


converters and finishers. An importan! 


well F 
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segment of the business is the sale to | 
them of grey (unfinished cotton) good: | 


and unfinished man made fiber fabrics 


for apparel, decorative and industrial 7 
use, of all types of yarns to weavers and F 


knitters, and of finishing services 0? 
commission for other textile companies. 


The company is aware of bot! ihe § 


vagaries of the business and the need 

to develop whatever fabric or proces 

best meets the particular end use. For 
(Continued on page 805) 
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FORESIGHT 


FORESIGHT... 


when it comes to estate planning, means taking the 
most prudent steps possible to provide for a family’s 


welfare in the years ahead. 


FORESIGHT... 


we believe, begins with cooperation among the estate 
owner, his attorney and a trust officer who can offer 


sound advice based on long experience. 


FORESIGHT... 


is what we try to help attorneys provide for their clients 
in our function as practical estate planners. Having 
cooperated in planning and settling so many estates, 


we can assist by anticipating the future today. 


THE 
HANOVER 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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“T probably shouldn’t complain about 
Dave... he’s working so hard to be a success. 
But the boys and I need him now!” 
















































































MARGARET PARSONS CHASEN LANE, BRONXVILLE, N.Y. 


August 23rd 
Dearest Mother: 


Do you have room for one (1) husbandless 
woman and three (3) fatherless boys? 


But please don’t take me too seriously. It’s just 
that I have to spill over to somebody... somebody 
like you who won’t think I’m being foolish. Im- 
agine complaining about a husband who’s deter- 
mined to be a rip roaring success? Well, that’s 
exactly what I’m doing. 


I complained to him this morning. Neither 
David nor I like scenes but there we were practi- 
cally glaring at each other over the breakfast 
table! All because he said he wouldn’t be home for 
dinner... again. Multiply this by dozens of man- 
less dinners over the past several months and per- 
haps yow ll understand why I’m so disturbed. 


David maintains it’s all for our good... mine 
and the boys. I remind him that we need him... 
and that all this working overtime isn’t good for 
his health. David’s father left him well off, and 
Ded provided so well for me, too. It just isn’t 
necessary! There are lots more arguments on both 
sices but I guess that about sums it up. 


What a fretful letter this is! I apologize for 
bi -dening you this way, and promise to write a 

erier letter in a day or two. Meanwhile, I’m 

losing some snapshots of the boys. I took them 
a the club last Saturday. David, darn him, was 
ti busy to be with us! 


Much love, 
Peg 
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with love... David 
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PARSONS, BLEECKER & HOWE 
403 PARK AVENUE 
NEW YORK 17, N. Y. 


Mr. Grant Comstock 
Comstock & Ellis, Attorneys 
609 Fifth Avenue 
New York 20, New York 
August 26, 1958 
Dear Grant: 


This is a rush... I’m due in a sales meeting in 
five minutes. Purpose of this is to ask that you 
make time to see Peter Haines of the Connecticut 
General Life Insurance Company. He has really 
impressed me. Seems to know his business. 





He’s visited me twice. First time he asked 
some pretty provocative questions about my es- 
tate, what I was building toward, etc. Second time 
he brought a comprehensive set of notes he calls 
a plan, designed especially for me. It shows. me 
how to be sure I get where I want to go. It did 
help clarify my aims. Everything I own was down 
there in black and white. 


His facts and figures obviously have a lot of 
research behind them. It’s this plan he wants to 
show you. Winds up with some recommendations 
for changing things around. Appears to be very 
sound but I leave the final decisions up to you. 


Give me your thoughts after seeing Pete. And 
let’s get together for golf soon. I mean it! I 
promise no last minute cancellation this time. 


In haste, 
David 


P.S. I’ve suggested that Pete stop by the house tonight. 
I want Peg in on this. 
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MARGARET PARSONS CHASEN LANE, BRONXVILLE, N.Y. 


August 27th 
Dearest Mother: 


Now, the cheery letter I promised! And I hope 
my last one didn’t really disturb you. At the time 
I wrote it I felt...but no, that’s past history. 
Everything is so much more promising now. 
David and I actually spent a whole evening to- 
gether last night. 


Yes, dinner with the whole family for a 
change. Then, very casually, David announced 
an insurance man was stopping by. I began to 
fume. Another intrusion. Business! But the in- 
surance man turned out to be perfectly charming, 
and really it was a very interesting hour. 





You know how vague I am about figures, but 
I did understand most of what he had to say. The 
beautiful part about his plan is that it apparently 
gives David a clearer picture of what he’s work- 
ing toward...and how he can get there with- 
out having to push so hard. 


The insurance man (his name is Peter Haines 
and he’s with Connecticut General) even ex- 
plained to me exactly how certain changes in 
David’s estate would... should anything happen 
to David...protect me and the boys so we'd 
have absolutely nothing to worry about. Further- 
more, as Mr. Haines explained, there would be a 
considerable savings in inheritance tax, too. At 
one point I stole a look at David and I could see 
he was impressed. 


When Mr. Haines had gone, David and I were 
alone... for the first time in weeks! It was such 
a warm family feeling! I still don’t know what 
David will do about his insurance, etc., but I’d say 
he was interested ...and relieved by what he was 
shown. I haven’t seen him so relaxed in months. 
As it stands now, David is taking the boys bowl- 
ing on Sunday. So you see, things are picking up! 


Take care, Mother, and write us very soon. 


Much love, 
Peg 





COMSTOCK & ELLIS, ATTORNEYS 
609 FIFTH AVENUE 
NEW YORK 20, NEW YORK 


Mr. David Parsons 
Parsons, Bleecker & Howe 
403 Park Avenue 

New York 17, New York 


September 1, 1958 
Dear David: 


I tried reaching you by phone three times... 


(Advertisement) 





and struck out each time! (“‘Mr. Parsons is at a 
meeting”). The life of a tycoon sounds mighty 
rugged. Now, getting down to business. It was 
very nice meeting Peter Haines. I must say I was 
as impressed as you. He not only sounds like he 
knows his business...he does...and he has a 
real grasp of estate, inheritance and income taxes. 


The plan he brought me is the most all-inclusive 
set of notes I’ve seen in many a year. As you said, 
all your assets are listed and evaluated. Evidently 
Haines — and his staff — did a lot of fact-digging. 
We discussed it at considerable length. I tested 
several of his ideas and must say I found them 
all sound — as was.the entire plan. 


Increasing your insurance coverage for Peg 
is most important. It’s something I hoped you’d 
do for some time. I also approve of Haines’ sug- 
gestions for protecting your partnership interest. 
And it’s a healthy sum of money your estate saves 
in estate tax according to this plan. 


There are a few points I believe could use 
more work, but don’t let this delay our attending 
to the major portions. As for Peter Haines, I’m 
phoning him now to tell him precisely what I’m 
telling you...I like his plan. Like him too, for 
that matter. Looking forward to seeing him again 
regarding these minor revisions I’m making. Just 
as soon as I’ve finished, I’ll get in touch with you. 
Haines has done so much groundwork already, I’ll 
be able to complete my part quickly. 


My best to Peg and the boys. And about our 
golfing date... what about Saturday after next? 
Let me know? 


All best wishes, 
Grant 





Castle Harbour 

Bermuda 

September 11 
Dear Grant: 

Enjoyed our golf game... especially since the 
pre-golf luncheon wrapped up my plan that you 
and Pete worked so hard on. Big load off my mind! 
Sunshine here improving my game. So watch 
yourself ! 


David 
Hello from me, too! Peg 
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Summary and Analysis: Part 2 


INAL ESTATE TAX REGULATIONS 


CHARLES L. B. LOWNDES 


James B. Duke Professor of Law, Duke University School of Law, Durham, N. C. 


Revocable Transfers 
The 1954 Code did not make any 


' changes in the taxation of revocable 
transfers, but the new regulations con- 
| tain some interesting innovations. There 
is an intimate relation between section 
| 2038, which taxes revocable transfers, 
' section 2037, which taxes transfers tak- 
| ing effect at death, and section 2036, 
| which taxes transfers where the trans- 
| feror has power to designate the income 
' from, or the enjoyment of, the trans- 


ferred property. Consequently, it will be 
convenient in considering the provisions 
of the new regulations with respect to 
revocable transfers to look at the cor- 


_ responding changes in the regulations 
on sections 2036 and 2037. 


The new regulations provide that a 


' power, vested in one other than the de- 
'cedent, to alter or amend a transfer, 
» will not make the transfer taxable under 


section 2038.8 There is a parallel pro- 


' vision with respect to the power to 
| designate income from, or enjoyment 
_ of, property under section 2036.3° These 
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' provisions, supported by several deci- 
' sions,*° follow the literal language of 
' the statute, which imposes a tax where 
_ the power may be exercised by the 
decedent alone, or by the decedent in 

| conjunction with any other person. 


Although a tax will not be imposed 
under sections 2036 or 2038 because 
of a power vested in one other than the 
decedent, the regulations under both 
sections*! treat a power which is vested 
in a trustee as vested in the decedent, 
if the decedent has power to appoint 
himself trustee. This, of course, rests 
upon the theory that such a power is 
actually vested in the decedent, and 
finds support in the case law.*2 

Ac-ording to the regulations under 
section 2038, a contingent power to 
or revoke a transfer will not make 


ae 


885 20.2038-1(a) (3). 
Ping 20.2036-1(b) (3). 
°S*. Lowndes and Kramer, Federal Estate and 


aa ses 179 (1956). 

a 20.2038-1(a) (3) and Sec. 20.2036-1(b) (3). 
. "I te of Loughridge v. Commissioner, 183 F. 
ty (10th Cir.), cert. denied 340 U.S. 830 

7] 
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the transfer taxable, except where the 
contingency consists of giving notice of 
the intent to exercise the power,*® 
which is expressly covered by the stat- 
ute.** The regulations carry this to the 
extent of providing that a power in the 
trustee to alter or revoke a trust will 
not incur a tax under section 2038, even 
though the decedent could have ap- 
pointed himself trustee, if the appoint- 
ment was dependent upon a contingency 
which had not occurred at the decedent’s 
death.*° 

As far as section 2036 is concerned, 
the regulations treat a contingent power 
as taxable.*® Thus, if A transfers prop- 
erty to T in trust to pay the income to 
C and after C’s death to pay the income 
to whomsoever A designates, the trans- 
fer will be taxable under section 2036, 
even though A predeceases C. 


The regulations are silent as to 
whether or not a power which can only 
be exercised by a decedent in a fidu- 
ciary capacity, subject to definite ex- 
ternal standards, is taxable under sec- 
tions 2036 or 2038. There are decisions 
which would preclude a tax here.** 


Under section 2037 the reversionary 
interest which attracts a tax includes 
the “possibility that property transferred 
by a decedent . . . may be subject to a 
power of disposition by him.” The regu- 
lations make no effort to delineate the 
characteristics which make such a power 
taxable. Obviously, the fact that the 
power is dependent upon the decedent 
surviving someone else will not prevent 
the power from being taxed. Perhaps the 
same result will follow even though the 
power is subject to some other contin- 
gency. 

Although the same transfer may be 
taxed under sections 2036, 2037 or 
2038, different amounts may be taxable 
under each section. The regulations pro- 
vide that where there is a transfer with 

48Sec. 20.2038-1(b). 

“Sec. 2038 (b), 1954 Code. 

Sec. 20.2038-1 (a) (3). 

“Sec. 20.2036-1 (b) (3). 


47$ee Lowndes and Kramer, Federal Estate and 
Gift Taxes 197 (1956). 


a reservation of a life estate or power 
to designate the income from, or the 
enjoyment of, the transferred property, 
the “value of the entire property less 
only the value of any outstanding in- 
come interest which is not subject to 
the decedent’s interest or right and 
which is actually being enjoyed by an- 
other person at the time of the decedent’s 
death” shall be included in his estate.** 
On the other hand, where a transfer is 
taxable under section 2037** or section 
2038,°° only the value of the interest 
subject to.the reversionary interest or 
the power to alter or revoke is taxed. 


Annuities 


Congress added section 2039 of the 
1954. Code to the estate tax in an effort 
to clarify the taxation of joint and sur- 
vivor annuities provided for an em- 
ployee by an employer. Although sec- 
tion 2039 was designed primarily to tax 
retirement benefits provided by em- 
ployers for employees and their de- 
pendents, it also covers joint and sur- 
vivor annuities which decedents pur- 
chase for themselves, and which were 
formerly taxable under other sections 
of the statute. This is made clear by 
the new regulations.®! Since most of 
the problems in this area arise in con- 
nection with annuities provided by an 
employer, however, the principal em- 
phasis of the new regulations is upon 
such plans. 

Under the prior law, there was con- 
siderable uncertainty about the tax- 
ability of a joint and survivor annuity 
provided by an employer on a voluntary 
basis under which the employee’s rights 
were forfeitable. The new regulations 
take the position that voluntary plans 
are taxable provided the employee was 
actually receiving payments at the time 
of his death,®* or he had a right to 
payments when he died.®* This distinc- 

"Sec. 20.2086-1 (a). 

“Sec, 20.2087-1(d). 

S°Sec. 20.2088-1(a). 

51See. 20.2039-1(b) (2), Example (1). 

52Sec. 20.2039-1(b) (1) and Sec. 20.2039-1(b) (2), 


Example (2). 
53Sec. 20.2039-1(b) (1). 
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tion is predicated upon the statutory 
language which imposes a tax where 
payments were “payable to the decedent, 
or the decedent possessed the right to re- 
ceive such annuity or payment.”°* Ac- 
cording to the regulations, payments are 
“payable to the decedent” if he is aciu- 
ally receiving payments at the time of 
his death, although his right to the pay- 
ments is forfeitable. 

Since section 2039 applies where the 
decedent or his beneficiary was entitled 
to “an annuity or other payment,” the 
regulations point out that a tax may be 
incurred under section 2039, even 








4Sec. 20389 (a), 1954 Code. 











PSS 











TRUST 
SERVICE 
IN 
MARYLAND 


Competent and complete 


fiduciary services 


MARYLAND 


TRUST 


COMPANY 


Baltimore 3, Maryland 


MEMBER FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 


788 





though “the payments may be equal or 
unequal, conditional or unconditional, 
periodic or sporadic.”°° Moreover, since 
section 2039 applies to payments re- 
ceived under any form of contract or 
agreement, the regulations provide that 
this includes “any arrangement, under- 
standing or plan, or any combination 
of arrangements, understandings or 
plans arising by reason of the decedent’s 
employment.”°® The regulations also 
provide that the fact that payments are 
made to an employee from one fund and 
under one plan, while payments to the 
surviving beneficiary are made from 
another fund and under another plan 
set up by the employer will not preclude 
a tax under section 2039, since both 
plans will be considered together as a 
single scheme.** 


Section 2039(a) explicitly excludes 
insurance from the tax imposed by that 
section. The regulations provide that 
the test of whether a contract constitutes 
insurance is the reserve value of the 
policy.°* For example, a combination 
annuity and insurance contract will be 
regarded as insurance as long as the 
reserve value under the policy is less 
than the death benefit. When the reserve 
value equals or exceeds the death bene- 
fit, the contract is no longer insurance. 
However, a contract under which the 
death benefit can never exceed the total 
premium paid for the contract plus in- 
terest will not be regarded as insur- 
ance.*® 


Only the part of a survivorship an- 
nuity proportionate to the decedent’s 
contribution is taxed to his estate under 
section 2039. Contributions made by the 
deced2nt’s employer are regarded as the 
decedent’s contributions, except to the 
extent that they are part of a qualified 
pension, stock bonus, or profit-sharing 
plan. The regulations indicate how ap- 
portionment is to be made where a de- 
cedent contributed only part of the cost 
of a survivorship annuity.®° 


Apparently, section 2039 is limited to 
funded plans. Although the regulations 
do not expressly exclude unfunded plans, 
all of the examples which are given by 
the regulations deal with funded plans, 
and the statutory language is obviously 
inapplicable to anything else. This is 
inequitable and the inequity should put 
the tax planner upon his guard against 
a tax upon an unfunded plan under 





55$ee. 20.2039-1(b) (1). 

Tbid. 

"7Sec. 20.2039-1(b) (2), Example (6). 
Sec. 20.2039-1(d). 

5°Tbid. 

®60Sec. 20.2039-1(c). 





some other section of the statute. For e: 
ample, suppose that an employer, :: 
consideration of an employee workir ¢ 
for him, agrees to pay the employ:e 
$10,000 a year at his retirement, and 
to continue these payments to the desiz- 
nated beneficiary of the employee after 
the employee’s death. Some time after 
his retirement, the employee dies. Al- 
though it does not seem that the sur- 
vivor’s annuity would be taxable under 
section 2039, it might be taxable under 
some other section of the statute, such 
as 2033, 2036 or 2038. 

Under section 2039(c), survivorship 
annuities which are part of a qualified 
pension, stock bonus, or profit-sharing 
plan are not taxable to the deceased em- 
ployee’s estate to the extent that they 
were paid for by his employer. The 
statute provides for this exclusion “not- 
withstanding the provisions of this sec- 
tion or of any provision of law.” The 
proposed regulations, however, limited 
the exclusion under section 2039(c) to 
“amounts which would, if it were not 
for section 2039(c), be includible in 
the decedent’s gross estate under section 
2039(a) and (b).”®! The final regula- 
tions omit this restriction with the re- 
sult that benefits in the nature of in- 
surance, would not have 
within the exclusion under the proposed 
regulations, are excluded by the final 
regulations. 


which been 


The exclusion provided for by see- 
tion 2039(c) not extend to the 
part of the benefits under a_ pension. 
stock bonus or profit-sharing plan which 
were paid for by the employee’s contri- 
butions.°* Nor does it apply where the 
benefits under the plan are constructive: 
ly received by the decedent during his 
life. Thus, the final regulations give an 
example where a deceased employee un- 
der a profit-sharing plan was given the 
option at his retirement to have the 
amount credited to his account (a) 
paid to him in a lump sum, (b) used to 
purchase a joint and survivor annuity 
for him and his designated beneficiary, 
or (c) left with the trustee under an 
arrangement whereby interest would be 
paid to him for his lifetime with the 
principal to be paid at his death to his 
designated beneficiary, subject to the 
privilege in the decedent of withdraw: 
ing the principal in a lump sum at an) 
time before his death. According to the 
final regulations, if the decedent elccts 
the third choice, he will be regarde:' as 
having “constructively received the 
amount credited to his account upon iis 


does 


®82Sec. 20.2039-2(c). 
®2Sec. 20.2039-1(c). 
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yctirement. Thus, such amount is not 
considered as receivable by the desig- 
vated beneficiary under the profit-shar- 
ing plan and the exclusion of section 
2039(c) is not applicable.”® 


Joint Interests 


The final regulations made another 
interesting change in the proposed regu- 
lations’ treatment of the taxation of 
joint estates, in addition to deleting the 
provision which limited the tax, where 
a joint owner transferred his interest 
in the common property in contempla- 
tion of death, to the joint owner’s frac- 
tional share of the property.®* The 
statute taxes joint property to the estate 
of a deceased joint tenant, or tenant by 
the entirety, according to his propor- 
tionate contribution to the property. 
This is carried to the extent of at- 
tributing to the decedent any property 
which is used to acquire the joint 
property, which the surviving tenant 
received from the decedent for less than 
an adequate and full consideration in 
money or money's werth, 

For example, if A gave B $10,000 in 
bonds which B exchanged for Black- 
acre, to which he took title in his name 
and that of A as joint tenants, the full 
value of Blackacre would be taxed to 
A’s estate, if he predeceased B. If, how- 
ever, B held the bonds for some time 
during which he accumulated the in- 
terest and then purchased Blackacre with 
the bonds and the accumulated interest, 
the interest is regarded as B’s inde- 
pendent contribution to the joint proper- 
ty. 

In Harvey v. United States,®° the 
court held that the income attributable 
to the donee tenant as his independent 
contribution included capital gains real- 
ized by the donee due to the apprecia- 
tion in the value of the donated property 
after he received it. The proposed regu- 
lations repudiated the Harvey case by 
providing that for the purpose of com- 
puting the donee’s contribution to the 
joint property “gain (whether realized 
or unrealized) resulting from apprecia- 
tion in the value of property is not ‘in- 
cone’ from property.”°* The final regu- 
laticns seem to approve the Harvey case. 
They say that an unrealized appreciation 
in ‘he value of donated property will 
not be regarded as a contribution to 
the joint property by the donee tenant, 
wh -h was conceded by the Harvey case. 
Ho ever, any income (which would ap- 
pe: to include realized capital gains) 


— 





‘c. 20.2039-2(b), Example (4). 
‘pra, note 26. 

5 F. 2d 463 (7th Cir. 1950). 
2c. 20.2040-1 (a) (2). 


S! -TEMBER 1958 


earned by the donated property after 
the gift of the property will be re- 
garded as a contribution to the joint 
property by the donee tenant.** 


Powers of Appointment 
Although the 1954 Code made no 


changes in the taxation of powers of 
appointment, the new regulations con- 
siderably amplify the treatment of such 
powers under the previous regulations. 
Among other things, they make it clear 
that a power of appointment is not 
taxable, if it is “(a) Exercisable only 
in favor of one or more designated per- 
sons or classes other than the decedent 
or his creditors, or the decedent’s es- 
tate or the creditors of his estate, or (b) 
Expressly not exercisable in favor of 
the decedent or his creditors, or the de- 
cedent’s estate or the creditors of his 
estate.”’®8 


According to the new regulations, a 
person will be regarded as the donee of 
a power of appointment which is vested 
in a trustee, if he has power to dis- 
charge the trustee and appoint himself 
trustee.’ However, he will not be re- 
garded as possessing the trustee’s power, 
if his power to appoint himself trustee 
is subject to some contingency, which 
has not occurred.” This is in line with 
the position of the regulations with re- 
spect to contingent powers of appoint- 
ment, which are not regarded as exist- 
ing at the donee’s death, if the con- 
tingency has not occurred at the donee’s 
death, unless it was limited to giving a 
specified notice of the intention to exer- 
cise the power."! 


For some mysterious reason, both the 
proposed and the final regulations pro- 
vide that “the term ‘power of appoint- 
ment’ does not include powers reserved 
by the decedent to himself within the 
concept of sections 2036 through 
2038.” This is sound to the extent that 
it provides that the fact that a power 
is not taxable under section 2041 does 
not preclude its taxation under sections 
2036 through 2038. For example, if A 
conveys property to T in trust for C 
and reserves power to change the bene- 
ficiaries under the trust, with the pro- 
viso that this power cannot be exer- 
cised in favor of A, his creditors, his 
estate or the creditors of his estate, 
the fact that the power is not taxable 
under section 2041 does not prevent it 
from being taxed under section 2038. 
~ OSee. 20.2040-1 (ec), Examples (4) and (5). 

Sec. 20.2041-1(c). 

Sec, 20.2041-1(b). 

ToTbid. 


"Sec. 20.2041-3(b). 
72Sec. 20.2041-1(b) (2). 


But the fact that a reserved power may 
be taxed under some other section 
should not prevent its being taxed 
under section 2041, if it falls with- 
in the language of section 2041. Thus, 
if A in the hypothetical case had 
reserved an unlimited power to change 
the beneficiaries of the trust, it would 
seem that this might be taxed under 
either section 2038 or section 2041. 
Under the proposed regulations, a 
power of appointment was “considered 
to exist on the date of the decedent’s 
death even though the decedent was at 
death and at all times since the creation 
of the power under physical, mental, or 
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legal disability.”** This provision was 
deleted from the final regulations. If 
this means that a power which the donee 
is incapable of exercising is not a tax- 
able power, it may create a serious prob- 
lem in connection with the creation of a 
power of appointment trust for an in- 
competent spouse, which will qualify 
for the marital deduction. It is unlikely 
that the Treasury will regard a power 
for a person under a disability, which 
is not taxable under section 2041, as 
sufficient to qualify a trust for the mari- 
tal deduction under section 2056(b) (5). 


An important change was made in 
the final regulations with regard to a 
non-taxable power to invade property 
for the support or maintenance of the 
donee of the power. The proposed regu- 
lations, after stating that support and 
maintenance are synonymous, added 
this caution: “While their meaning is 
not limited to the bare necessities of 
life, and includes other reasonable liv- 
ing expenses, it does not necessarily ex- 
tend to all expenditures that might be 
considered customary in the decedent’s 
position in life.”** The implication from 
the proposed regulations was that a 
power, under which it was provided that 
property might be invaded by a donee 
to maintain himself in his accustomed 
manner of living, might be taxable if 
the donee were accustomed to living on 
a very lavish scale. The final regulations 
declare, without further qualification, 
that support and maintenance are not 
limited to the bare necessities of life. 
Among the examples of non-taxable 
powers which appear in the final regu- 
lations is a power which the donee may 
exercise to provide “support in his ac- 
customed manner of living.” 


Under both the proposed and final 
regulations,*® the fact that a donee may 
invade property for his support, before 
he has exhausted his other income, does 
not make the power of invasion taxable. 


Powers created before October 22, 
1942 are taxed differently from powers 
created after October 21, 1942. The pro- 
posed regulations considerably expanded 
the discussion under the previous reg- 
ulations of when a power of appoint- 
ment is created into vivos. This discus- 
sion was revised and expanded still 
further by the final regulations.” 


Sec. 20.2041-3(b). Rev. Rul. 55-518, 1955-2 C.B. 
384 is to the same effect. 

74Sec. 20.2041-1(c) (2). 

Ibid. 

Ibid. 

TM7Sec. 20.2041-1(e). Under the proposed regula- 
tions if A created an irrevocable trust inter vivos 
before October 21, 1942, under which B had power 
to appoint the trust property, and if he failed to 
do so, the power was to pass to C upon B’s death, 


Although the release of a post-1942 
power is taxable, the statute expressly 
provides that a “disclaimer or renuncia- 
tion” shall not be deemed a release.’® 
The proposed regulations took the posi- 
tion that a disclaimer of a power over 
only a portion of the property subject 
to the power would be treated as a re- 
lease rather than a disclaimer.” The 
final regulations, on the other hand, pro- 
vide that a partial disclaimer may be 
regarded as a disclaimer if this is com- 
patible with all the facts and circum- 
stances of the particular case and the 
partial disclaimer is effective under the 
local law.*° 


Life Insurance 


One of the major changes which the 
1954 Code made in the estate tax was 
the abolition of the premium payment 
test for taxing life insurance. Under sec- 
tion 2042 life insurance payable to bene- 
ficiaries other than the estate of the in- 
sured is not taxable unless the decedent 
possessed incidents of ownership in the 
insurance at the time of his death. The 
new regulations note this change in the 
law.*! They also provide that although 
a reversionary interest is considered an 
incident of ownership, this does not in- 
clude “the possibility that the decedent 
might receive a policy or its proceeds 
by inheritance through the estate of an- 
other person, or as a surviving spouse 
under a statutory right of election or a 
similar right.”°? This is in line with 
the similar qualification of the defini- 
tion of a reversionary interest under 
section 2037.5% 


The regulations under section 2042 
provide that insurance payable to other 
beneficiaries will not be taxed to the 
insured’s estate, even though the insur- 
ance may revert to the insured, if the 
beneficiary had power to cash in the 
policy immediately before the insured’s 


death, since this prevents the value of f 


the decedent’s reversionary interest from 
exceeding 5 per cent of the value of the 
policy, which is required before it is 
regarded as an incident of ownership.™ 
This is similar to the rule which pre- 
(Continued on page 833) 


and B died after October 21, 1942 without exercis- 
ing the power, C’s power was created after that 
date. Under the final regulations C’s power is Tre 
garded as created before October 22, 1942. If, how- 
ever, B exercised his power in the hypothetical case 
to create another power in D, and this was done 
after October 21, 1942, D’s power would be created 
after October 21, 1942 according to the final regu- 
lations. 

Sec. 2041(a) (2), 1954 Code. 

Sec. 20.2041-3(d) (6). 

SeTbid. 

S1Sec. 20.2042-1(c). 

82Sec. 20.2042-1(c) (3). 

8Supra, note 37. 

Sec. 20.2042-1(c) (3). 
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MOopERN TRENDS IN PENSION PLANNING 


Investment Responsibility Most Important of Six Areas 


R. L. YAKE 


Towers, Perrin, Forster & Crosby, Inc., New York 


Pension Benefits 


. THE MOST COMMON TYPE 
of retirement plan in effect today, of 
those that have been in effect for a great 
number of years, is the so-called career 
average pay plan, basing the pension on 
an individual’s pay over his entire 
career. There are a number of things that 
are being done today to repair the dam- 
age that inflation has caused and that is 
expected to cause in the future. One of 
the most common of these ways, al- 
though it is temporary repair at best, is 
that of “resetting” prior service benefits; 
i.e., bringing all of the accumulated 
benefits for prior years up to today’s 
earnings levels. This has the advantage 
to the employer of a known price tag 
which he can accept if he feels able to 
do so and which he can amortize over a 
varying period of years in the future as 
earnings permit. It has the disadvantage 
of probably having to be repeated at fu- 


ture intervals. 


Another way, far more drastic from 
the employer point of view, but far more 
satisfactory from the employee point of 
view, is to recognize automatically the 
desirability of basing pensions on the 
salary at the time a man retires and 
adopting a plan using final earnings as 
the base for all pension credits. 


There are those who would go further 
and not only recognize the final pay con- 
cept but undertake also to protect the 
pension initially granted against the in- 
roads of continued inflation. A growing 
number of companies have adopted plans 
based on the cost of living after retire- 
ment, or if they do not feel able to obli- 
gate themselves to being controlled by 
something over which they have no con- 
trol, are going to something like vari- 
able or equity annuity plans. Studies 
have indicated that over the long term 
the cost of living index should fluctuate 
fairly regularly and consistently with 
the common stock index. One of the 


From address at Conference on Employee Pen- 
sions Plans, sponsored by Chamber of Commerce 
of United States and Minneapolis Area Chamber 
of Commerce, June 18, 1958. 
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main problems in this particular device 
is that for short periods of time such as 
we are experiencing now, the cost of liv- 
ing index and the common stock index 
are going in opposite directions, thereby 
producing the unfortunate result that 
people are receiving reductions in pen- 
sion at a time when the cost of living is 
going up. I think the variable annuity 
can be viewed as perhaps the first step 
toward something which will do the job 
better and at the same time give the em- 
ployer some degree of control over cost. 
I am not sure that the straight cost of 
living plan, of which there are very few, 
has that control. 

One quite different approach to the 
problem of meeting the inroads of infla- 
tion while at the same time maintaining 
a degree of cost control is the use of 
plans other than pension plans to do the 
pension job, particularly profit sharing 
and thrift and savings plans. In these 
plans, by far the most common ten- 
dency is to invest heavily in common 
stocks with the hope that the same in- 
fluences which cause career pay pension 
plans to become inadequate will cause 
these kinds of plans to become more 
than adequate, thus constitutting an au- 
tomatic offset. This is a device we use in 
our own organization. 


Funding 


Inflation again is the most important 
influence in this area. There has been a 
distinct trend toward the trusteed meth- 
od of funding in recent years, to some 
extent at the expense of the insurance in- 
dustry, but to a greater degree, I think, 
resulting from new plans and expanded 
plans being funded almost entirely in 
this area. This trend is almost entirely 
attributable to the fact that the banks, as 
contrasted with the insurance compa- 
nies, have the ability to invest in equi- 
ties. They have been doing this now for 
a number of years with a marked de- 
gree of success. 

The insurance industry, at least im- 
plicitly, recognizes that this is a prob- 
lem. While group annuity salesmen still 
tend to discount the idea that the banks 


can out-perform them in the long run on 
the basis of common stock investments 
and while they point vigorously to their 
broad base in the field of mortgage loans 
as a device which is peculiarly theirs 
and which will enable them to outpro- 
duce the banks, the companies them- 
selves, in at least two states, are actively 
seeking legislative entry into the equity 
field: the Prudential in New Jersey and 
John Hancock in Massachusetts. I have 
no doubt that these companies and oth- 
ers will eventually be successful in get- 
ting into the equity field and the whole 
picture of pension funding in the life in- 
surance industry will change. If legisla. 
tion is what the life insurance industry 
needs in order to put them back on an 
equal footing, I think that is what the 
will get. 


Non-Benefit Trends 


There is a distinct trend toward non- 
contributory plans. One of the main rea- 
sons is that the unions are pressing heav- 
ily and have adopted the noncontribu- 
tory idea as a principle. Another reason 
is of course the income tax situation. 

Again, primarily in negotiated plans. 
the trend is toward more liberal vesting. 
This will probably continue to have an 
effect on plans for salaried and _ other 
non-union employees. I think that this is 
a good trend for industry. Free enter- 
prise should be allowed to take care ol 
as many of its own problems as it pos: 
sibly can and one of the problems that 
industry most certainly faces is that of 
providing adequate pensions for its em: 
ployees. The mobility of employment. 
the necessity for people to move around 
during their working careers from one 
place to another, is not a matter of indi 
vidual choice in most cases, rather it is 
a matter of circumstance. Unless we 
make some arrangement whereby the 
man who has to change employmen’ sev- 
eral times during his career can con 
tinue to maintain and build pe: sio 
rights, we are simply asking for = cial 
legislation that will do the job. The ‘ech: 
niques of working out vesting p. 0ce 
dures, outside of the union cont lled 
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area funds, have not been particularly 
well developed as yet but that does not 
mean that they will not be. 


[he number of people that are reach- 
ing the traditional retirement age of 65 
is increasing and the length of time that 
those people have been living and will be 
living after that point is increasing. 
There is a very real question as to 
whether or not our economy can indefin- 
itely support an ever growing older 
sroup. Actually there already seems to 
be a trend toward later normal retire- 


' ment. Many plans now allow employees 


pretty much at their own option to con- 
tinue up to age 68 or 70. I am sure we 
are going to see this trend continue. 


Integrated Benefit Program 


The next area is that of viewing pen- 
sions as part of an integrated over-all 
program. Fortunately, I think industry 
is trending to this very much. We have 
been through a period of a number of 
years during which companies have been 
concentrating on adopting new kinds of 
benefits they never had before, or recog- 
nizing the liabilities that have been there 
but have not previously been recognized. 
Individual details have absorbed a great 
deal of attention and there have been in- 
suficient thought given during that time 


to the relationship among the various 
parts of the whole. Therefore there are 
many cases where the over-all program 
on the average is too generous or too 
badly slanted in one direction and rather 
than making just a specific correction in 
one plan, the tendency is to look at them 
all and then tie them together. 


One of the best examples where eratic 
growth has taken place is in the area of 
death benefits. Very few corporate pro- 
grams take the widely varying death 
benefits under Social Security into ac- 
count in their own design. Many people 
have death benefits under their pension 
plans, under their group term life insur- 
ance plans, have some sort of survivor 
benefit programs — and in many cases 
these things are not related at all. They 
are simply devices that grew and were 
added one by one to a program without 
any particular thought as to their rela- 
tionship to the other parts of the pro- 
gram. This is changing. 


Along with this whole question is the 
rapidly expanding area of communica- 
tions. Employers may spend as much as 
30% of their payroll on benefit plans 
and yet in more cases than not they find 
their employees have only the vaguest 
idea of what the plans are. We have even 
found situations where some plans were 


not even known to exist by a number of 
employees. This does not make sense. 
Companies are beginning to come 
around to the idea of spending just a 
little bit more to get the full mileage out 
of these plans. There is an infinite num- 
ber of ways in which these things can 
be communicated, all based on known 
techniques. 


Outside Influences 


One of the ever-increasing influences 
in private pension planning is that exert- 
ed by governmental agencies. Social Se- 
curity has been amended every single 
year since its adoption and major 
changes have come in every one of the 
last four election years. There are some 
fundamental questions as to the eco- 
nomics involved in Social Security, 
which are becoming particularly evident 
now as the Social Security payments be- 
gin to outstrip the income. The question 
can be legitimately raised as to how 
long the American public will continue 
to accept ever increasing contributions 
to Social Security before beginning to 
question the basic concepts involved. 
Should Social Security be more than just 
a basic subsistence allowance or should 
it to a greater or lesser extent take the 
place of private pensions? 

State and Federal Disclosure Legisla- 
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tion will continue to have an effect. 
Whether this legislation is good or bad 
or to what degree it should be, is not the 
purpose of this discussion. I would only 
comment that it seems rather silly to 
send out all the units of the New York 
City Fire Department to put out a fire in 
a trash basket. This is a highly political 
item. That however, does not mean that 
management should be exempted from 
paying any attention to it. 


Union Influences 


The influence of unions in pension 
planning is a fundamental and very im- 
portant question. Unfortunately many 


Management 


management people have come to feel 
that by and large whatever unions ask 
for they ultimately will get. I don’t agree 
with this line of thinking. I think it is a 
very appropriate time for management 
generally to reassert itself in some areas. 

There has been a definite trend, as the 
unions have become vocal and vigorous 
in their efforts in the pension area, to 
separate pension plans for union and 
non-union employees. In many cases, 
and with management acquiescence, the 
union plans are physically removed from 
the hands of the employer at least to a 
partial degree, with unions participating 
in the actual operation of the plans. In 
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some cases like the West Coast Team- 
sters Fund, the unions are really operai- 
ing the plan with management having 
only a token voice. 


Probably the most important indica- 
tion, however, (dwarfing all the others) 
is the growing union interest in the in- 
vestment policy surrounding pension re. 
serves. Walter Ruther has made as a 
part of his demand upon the automotive 
companies that the unions have a voice 
in the investment of the pension reserves 
set up by the automobile companies. One 
suggestion is low cost housing. 


While I have no quarrel with the de- 
sirability of having low cost housing in 
the United States it is important to 
recognize why the money in pension 
funds is in there in the first place. It is 
there to back up the responsibility for ul- 
timate payment of benefits. If this money 
fails in meeting its responsibilities, 
where then does the responsibility fall? 
Can it fall on the unions? I don’t believe 
so — or if it does there will be no ability 
to satisfy the obligation. Short of gov- 
ernment intervention it must inevitably 
fall back upon the employers who cre- 
ated the funds initially. This being the 
case, it seems fundamental to me that, 
if management is to have the inherent 
obligation of ultimately providing the 
pensions promised under private plans, 
management alone must accept and re- 
tain the sole responsibility for the pro- 
tection and investment of funds set up 
for that purpose. 


AAA 


Robertson Griswold Dies 


Robertson Griswold, 74, vice president 
of the Maryland Trust Company, Balti- 
more, and a former president of the 
Trust Division of the American Bankers 
Association, died on August 29, Mr. Gris- 
wold, an active member on the Division’s 
Committee on Relations with the Bar 
since 1926, received his A.B. at Johns 
Hopkins University and LL.B. from the 
University of Maryland. Following grad- 
uation, he practiced law and after mili- 
tary service during the Mexican border 
disorders and World War I, he was 
associated with the banking house of 
Alex. Brown & Sons. He entered bank- 
ing in 1920 as a vice president of the 
Maryland Trust Company and was due 
to retire at the end of this year. 

In the American Bankers Association, 
Mr. Griswold served on the Executive 
Council, the Commerce and Marine Com- 
mission, and as chairman of the Com- 
mittee on Taxation. In the Maryland 
Bankers Association, he had been a mem- 
ber of the Executive Council, and he was 
a former vice president of the Mary! ind 
State Bar Association. 
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EDUCATING FUTURE OFFICE STAFFS 


A School-Bank Cooperation Program 


MELVIN C. JACK 


Head of Business Education Department, North Quincy (Mass.) High School 


NLESS BUSINESSMEN BEGIN TO THINK 
U seriously about the future supply of 
clerical workers, they are going to awak- 
en to the sad fact that it has either large- 
ly dried up or been alienated to other 


fields. 

A hasty survey of your own clerical 
and stenographic force will show that 
they are, for the most part, the product 
of your high school Business Education 
Departments. Only a small percentage of 
most office workers have received the 
benefit of post high-school education. It 
is about this source of future clerical 
workers that employers should be con- 
cerned. 

In the first place, Schools of Educa- 
tion in our colleges have suddenly be- 
come aware of the “gifted child.” Until 
recently we did not, as far as these 
Schools were concerned, have any gifted 
children. They were concerned with edu- 
cating the “whole child” to such an ex- 
tent that we have produced an entire 
generation of intellectually mediocre peo- 
ple dedicated to the theory that medio- 
crity is the ultimate goal. If you doubt 
this statement, ask the Dean of Admis- 
sions at any college or university—or 
your own Personnel Department. 

What became of the tests once given 
prospective employees at the interview? 
Of course some of you still give them — 
but you haven’t dared to look at the re- 
sults and use them as a basis for select- 
ing new employees for a long time. And 
how many girls does it take to do one 
girl’s work these days? You've got the 
answer to this business of “educating 
the whole child” and of the flabby 


curricula in our schools. 


The Viewpoint Changes 


Then “along came sputnik”’! Certain- 
ly the schools of education owe a vote of 
thanks to the Russians. Sputniks may 
have been a Russian scientific achieve- 
ment and a disappointment to our scien- 
tists, but it was the salvation of schools 
of education. Hardly had the satellite 
completed its first orbit when these 
learned people discovered the “gifted 
child.” Through the guidance depart- 
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North Quincy High School business pupils look over new electronic equipment at South 
Shore National Bank. 


ments, secondary school puppets were 
whipped into line to do something for 
these students. Immediately we reexam- 
ined the I Q’s of high school pupils. The 
result? By far the majority of the pupils 
enrolled in today’s high schools were 
discovered to be latent or dormant col- 
lege material. 

The fact that the day before sputnik 
we had no gifted children didn’t feaze 
these educators one bit. The next morn- 
ing they had droves of students who had 
just been waiting to be sent to college, 
or to take courses in mathematics and 
science. Prior to this, they were pupils 
who should not take these courses and 
go on to become scientists. This may 
sound facetious, but the fact remains 
that every educational system in the 
country held meetings on this “gifted 
child,” changed curricular content to in- 
clude more mathematics and science and, 
worst of all, began to pressure nearly 
every pupil with an I.Q. of 90 or over 
into the college curriculum. 

Here the businessman should begin to 
show concern. We all know that college 
is not for everyone, and we also know 
that business demands a reasonable nuim- 
ber of intelligent replacements every 
year to fill the gaps in its office staffs. 


Mistaken Direction 


In addition to the above pressures on 
high school pupils, the newspapers, ra- 


dio, television, and magazines have de- 
voted almost unlimited time and space 
to the idea that all should go on to col- 
lege; that all should study mathematics 
and science; and have given the general 
impression to parents and pupils alike 
that these areas must be the ultimate 
goal of practically every child. 

I have heard many high school teach- 
ers and principals ask repeatedly “What 
are we going to do with them?” We all 
recognize that great numbers of these 
pupils are neither future scientists nor 
college material. They are neither dull 
nor stupid, they are just a great mass of 
individuals who should be going into the 
world to become the workers, business- 
men and businesswomen of tomorrow. 

What has business done to counteract 
this “on to college” propaganda? Gen- 
erally, little or nothing at all. It is far 
better for the pupil, the college and the 
business world if we direct our youth in 
a sane manner into the area of business 
for which he is fitted rather than towards 
college where he or she may never ar- 
rive or survive. 


Good Advertising—Future Business 


Two steps have been undertaken in 
Quincy — one by the South Shore *a- 
tional Bank, one of the large banks in 
this area. Like most progressive org:n- 
izations, it is installing the latest and 
fastest machine recording equipm:nt 
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throughout the bank. Through the ef- 
forts of Assistant Vice President Ralph 
(. Hussey, these new installations serve 
as a reason for inviting groups of busi- 
education and other interested 
pupils to see a demonstration of this lat- 
est adaptation of automation to bank 
operating procedures. The pupils were 
conducted on a tour of the entire bank 
but not the type usually set up for high 
school pupils where they whisk them in 
and out in the shortest possible time — 
so that business can “return to normal” 
as soon as possible. The South Shore 
National Bank has a carefully planned 
itinerary which provides for ample time 
in each department, where operations 
are explained and also their relation to 
other departments in the over-all bank 
organization. 

Pupils are made welcome by the ex- 
ecutives. Advantages of working in a 
bank are discussed, and the pupils en- 
couraged to ask questions. After the 
visit, all feel acquainted with the job 
requirements of a bank and the oppor- 
tunities for promotion. 

Apparently this bank feels that bring- 


ness 


expect to see them when they came to 
him for an interview or for work in his 
office. 

From the response from business to 
this effort on our part, we are thorough- 
ly convinced that, given the opportunity, 
businessmen are definitely interested in 
educational activities and the business 
curricula. Being passively interested is 
not enough; changes in curriculum could 
be more beneficial to business, to the 
school system, and to the pupils, if busi- 
ness would sit down and tell us what it 
wants when these pupils arrive at the 
personnel department. 

In every other area for which high 


schools train their pupils we find and 
accept standards set by those for whom 
we prepare our pupils. Why not in the 
area of business? Colleges dictate re- 
quirements for admission, so why should 
not business tell us what it needs? 

Constructive efforts and programs de- 
signed to bring us and our pupils into 
closer contact with businessmen who em- 
ploy our graduates would be welcomed 
as one of the most valuable and pro- 
gressive steps ever taken by business to 
help education. Public relations pay off 
with your customers — it might also pay 
off in the education of future office work- 
ers. 











vuth [— ing high school pupils into direct con- 
tact with the mechanism of banking 
serves a twofold purpose. Matthew Cush- 
de- § ing, Vice President, remarked that to- 
yace FF day’s high school pupils are the next 
col- & generation of bank customers. In a na- 
tics & tion like ours, it is well for youngsters 
eral & to know as much as possible about the 
like J} functions of institutions that they will be 
nate & dealing with, in many ways, all their life. 
If this be construed as advertising, then 
ach- F&F it is of better quality than the average, 
yhat & for it is certainly educational in nature. 
> all F And it is high time that business did a 
hese F little of this kind of advertising. 
nor — 
dull Selling Ones Services 
s of The other public relations activity 
» the F conducted in Quincy required initiative 
1ess- F of the Business Education Department 
W. of the North High School. This program 
ract — was called “Dress For Business Days,” 
Gen- — and it was simply two days set aside for 
; far & pupils of the business education depart- 
| the J meni to come to school dressed as they 
h in & would be for work in an office. = 
ness Ry sinessmen were invited to visit the Seventh of a Series Feahatting Governors. of California 
ards § Deps:tment on these days to see the type 5 Oo @D 
r at- BF of pupils we were training, how they a 
_ cted themselves in the classroom, Merchant, cattleman, banker... CALIFORNIA’S SEVENTH GOVERNOR, 1860-1862 
ll and he kind and amount of office ma- 
; chin equipment used for training. We He became Governor “by default”—after serving four 
n in told he businessmen in advance that no days as Lieutenant Governor — when Milton Latham TRUST DEPARTMENT 
Nav Ft “sho y would be staged for them — just see Pumiadoly, eosin dn okt “aoe ECURITY-FIRST 
cs in Bar, ilar school d ith cl “ Bill nom pong mudd teas ake Bi Picci NATIONAL BANK 
‘on- ] : “y ei ay ba i waterfront a private monopoly. His death, in 1894, came 
: a ne ane we — do a ‘_ ge of just a few years before Security-First National Bank set Southern California's own 
g our product’ so that they up its Trust Department. Today, three generations of 
ment woud look as the businessman would Southern Californians have profited from our services. 
ATES B&H Ser emper 1958 


797 





RUST DEPARTMENT GROSS INCOME 

for national banks again reached 
a new high of $129,433,000 in 1957, 
compared to $116,845,000 in 1956, ac- 
cording to the recently released report 
of Comptroller of the Currency, Ray M. 
Gidney. Aggregate trust assets also 
gained, rising from $39,000,150,658 a 
year ago to $42,578,976,765 in 1957. 
Of this amount $31,092,618,996 repre- 
sented investments, compared to $27,- 
882,520,994 in 1956. Time and demand 
deposits were slightly less, and “other 
assets” were slightly more than a year 
ago. 


CLASSIFICATION OF TRUST INVESTMENTS 





Per 

Type Amount Cent 
Real Estate _..$ 1,153,777,535 3.7 
Mortgages _......._ 1,846,419,184 4.3 
Stocks _.._._... 8,248,214,700 26.5 
| En eer 19,204,823,357 61.8 
Other _............. 1,144,384,220 3.7 
Total _______________.$31,092,618,996 100.0 


The number of accounts again in- 
creased in all three categories — living 
trusts from 123,278 to 134,611; court 
accounts from 108,713 to 113,437; and 
agency, escrow, custodian, etc., from 
79,327 to 82,916. This last group, plus 


GAINS IN NATIONAL TRUST EARNINGS, ASSETS 


corporate accounts, represented $24,- 
348,000,000 of total liabilities in 1956 
and $26,197,390,972 in 1957. 

As to proportion of total liabilities, 
living trusts represented 24.69%, court 
irusts 13.30% and agency, escrow, cus- 
todianship type accounts 53.28% — all 
unchanged from the year before. 

The proportion of investments in the 
several types listed in the accompanying 
table also were relatively unchanged, 
differing less than one per cent in each 
case from last year’s percentages. 

Of the 1,714 national banks with 
trust powers, 238 were not administer- 
ing trusts. The 1,476 banks administer- 
ing trusts (1,486 a year earlier) had 
total assets of $99.5 billion of the 
$102.7 billion for all national banks. A 
year earlier the trust banks had assets 
of $95.3 billion of the then total for all 
national banks of $117.7 billion. As to 
the total trust liabilities of over $42 
billion, 28.5% was held in the Chicago 
Federal Reserve District, 14.6% in the 
Cleveland district, and 11.5% in the 
San Francisco district. The same ihree 
Districts led the list a year ago with 
almost the same percentages. No other 
district topped ten per cent in either 
year. 





FIDUCIARY ACTIVITIES OF NATIONAL BANKS AS OF DEC. 31, 1957 































































Ss 
Personal account liabilities | ; Number of personal accounts | Trust de- 
Number Pe Fa ae | partment 
of banks Total liabili- | gross earn- 
po re ties Agency, | ings for 
fiduciary Living Court Agency, escrow, Living Court ac- | escrow, | year ended 
powers trusts accounts custodian, etc. trusts counts custodian,| Dec. 31 
et 1957 
23 | $177,717, 696 $65,056,685 | $395, 370, 995 671, 167, 454 1 645 1,086 | $1, 602 
4 A 295 118, 763 on 407 2, 164, 819 23 a i rt 
(1) 1 1 1 H 1) 
18 48, 134, 349 12, 916, 803 6, 884, 100 76, 230, © 388 7 049 sid 115 328, 000 
13 | 1,077, 272, 105 895, 148.582 | 1, 490, 744.850 | 3, 757, 947.716 8,761 11, 661 5, on 20. 638, 000 
20 139, 345, 649 45. 233, 908 296, 247.010 494, 564, 887 1, 563 1, 833 L667| 1 410, 000 
21 238, 249, 248 286, 217. 108 402, 567, 041 931, 471, 380 2 260 4,035 2, 445 3, 871, 000 
4 401, 67 2, 406, N 2, 872, 660 ant 94 ae 18, 000 
5 140, 049. 329 3, 092, 263, 987, 112 419, 637, 775 1, 626 208 815} 1, 286, 000 
35 208, 732, 463 350, 545, 053, 447 985, 474, 434 2; 658 2, 223 2,025! 2,942, 000 
17 103, 521, 685 140, 414, 178 294, 862, 044 648, 461, 012 1. 367 1, 948 1,039! 1,977,000 
3 7, 238, 439 5, 403, 825 “256. 600 | ~~ "13, 117,136 | -~"""""7j 7 "682° ae mee 
98 | 1, 579, 404. 976 156, 698,927 | 7, 426, 210. 164 | 9, 570, 508. 176 42, ee 1,0 “00 19 el 
86 236, 006, 477 201, 733, 234 208, 193. 901 724, 210, 606 3, 460 4, 588 2,352] 2, 911, 000 
34 34, 197, 392 37. 986, 613 34. 696. 108, 468, 139 * 768 "987 ” 622 ” 604, 000 
2 47, 942, 368 26, 590, 360 232, 577, 464 )8, 990, 048 1, 034 461 5, 338 604’ 000 
47 29, 349, 059 44, 159. 041 11, 566, 64) 91, 741, 568 579 1 "251 564, 000 
Lou eas 18 54, 607, 5 16. 376, 410 323, 829, 252 454, 981, 352 840 862 1, 418 652’ 000 
aine.... --s 23 32, 820, 598 40, 384, 347 82, 982, 733 164, 742, 906 484 774 441 616, 000 
14 131, 534, 067 44, 860, 986 204, 437, 1 429, 574,015 1, 597 875 952| 1, 230, 000 
64 301, 787, 589 257, 782, 384 | 1, 289,894,117] 1,977,291, 445 3, 430 2.485 2.428] 4/878, 000 
20 402, 588, 421 150, 221, 323 832, 725, 899 | 1, 562, 710, 939 2; 999 2,215 2,653| 4, 282000 
227, 143,468 | 147, 759, 702 1, 394, 822,015 | 2, 136, 864, 967 3, 220 3, 661 5,316| 4,145, 000 
16 10, 464, 526 | 7, 850, 9 3, 629, 225 22, 428, 027 350 253 "52| "111,000 
26 200, 043, 824 45.670 sod | 517,943,528 | 850,063, 846 2, 817 498 1811] 2238-000 
§ 6, 191, 6: 2, 048, 958 | 6, 108, 012 16, 157, 605 150 58 ” 576 2000 
9 45, 538, 348 42, 035, 727 228, 156, 328, 111, 520 RR2 506 1.578| 729,000 
2 2 69, 746, 781 2 58, 440, 085 296,040,281 | 2 234, 839, 539 2992 21,375 2527] 241,211,000 
12, 013, 012 19, 899, 361 21, 229, 198 53, 451, 555 290 "276 128 197,000 
100 108, 872, 805 231, 752, 688 929, 768,121 | 1, 309, 170, 273 1, 804 3, 729 2,235! 3,025,000 
17, 688, 419 4, 404, 114 17, 324, 306 40, 436 198 "374 "164 "683| "137,000 
wong 11 400,951, 541 | 253, 781, 563 | 553,629,610 | 1, 682. 200, 309 2, 297 5, 853 3,398 | 7,722 000 
Norn Carolina_. 31, 080, 336 50, 349, 372 32, 540, 899 118, 336, 649 698 2) 252 ” 665, 
North Dakota. 5, 245, 066 7, 020, 378 9, 906, 694 22, 318, 626 71 "359 7 107, 000 
3H 41 739, 621, 551 378, 971, 362 775, 076, 551 | 2, 249, 127, 977 4, 886 4, 160 3,721| 6, 452,000 
85, 715, 570 22, 629, 096 367, 511, 374 561, 305, 504 806 | ” 368 1,747]  1'041.000 
regon — 3 | 140, 826, 889 42, 662, 791 . 940, 613 353, 832, 692 1, 942 | 751 "701 1 622, 000 
Pennsylvani : 178 | 1,800, 422,042 | 928, 235,190 | 1, 507 833, 985 | 4, 768, 298, 936 13.860} 24,477 | 3,380 | 12; 693, 000 
Rhode Island... = 2 Q) @) ay | ay i les eg 
South Carolina. ‘ 10 51, 762, 423 45, 677, 421 51, "134, 959 157, 07a, 739 792 859 556 582, 000 
South Dakota. : 6 7, 200, 742 9, 396, 334 0, 968 164 431 97 128, 000 
- 25 138, 201, 715 114, 336, 387 ae 950, ps 619, ro 570 2, 159 1, 635 1, 208 1 640, 000 
be 700, 264, 960 38, 238 2m, sit, 986 | 1, 286, 695, 897 7, 434 2. 732 1,790 | 6,610,000 
1 @ 1 —_ 
16 470,009,155 | 4123, 624,903 ; #124, 867,538 | ‘321, 385, 347 © a0 : 2 200 ‘734 41 2. 000 
7 113, 474, 368 210, 183, 038 519, 599, 287 873, 824, 832 2, 636 5,142 2,357 | 9° 856,000 
303, 161, 218 58, 735, 278 140, 419, 934 540, 749, 729 3,514 1, 408 1,315} 2395. 000 
32, 878, 910 49, 761, 14, 696, 237 98, 655, 203 979 1, 993 295 ” 524. 000 
; 103, 438, 702 90, 015, 712 283, 030, 772 482, 778, 541 1,7 2, 437 1,800| 4, 436, 000 
1 9, 031, 442 4, 036, 21, 010, 353 34, 299, 555 235 338 1,584| "” “gs' 000 
1,476 | 10, 512, 646, 862 | 5, 661, 099, 429 | 22, 687, 285,820 | 42, 578, 976, 765 134, 611 113, 437 82,916 | 129, 433, 000 

















1Included with figures for the State of Nevada. 
“Includes figures for 2 banks in Arizona and 1 
bank in Utah. 


3Included with figures for the State of Vermont. 


4Includes figures for 2 banks in Rhode Island. 









The Comptroller reported trust e. 
partments in 74 branches compared to 
72 a year earlier. There were 165 Com. 
mon Trust Funds in operation in na- 
tional banks compared to 130 a year 
before. 









The examination report form was re- 
vised in 1957 to include pertinent infor- 
mation regarding employee retirement 
plans in operation in national banks, 
Programs of 4,031 banks had been 
analyzed prior to publication of the an- 
nual report. These showed that pension 
plans had been adopted by 1,400 banks, 
profit-sharing by 292, and cash bonuses 
are distributed by 3,571. A table in the 
Report summarizes the findings grouped 
according to banks of various sizes. Re. 
tirement plans managed by the banks 
for other corporations will be reported 


at the close of 1958. 


















Trust ASSETS 


_..$31,092,618,996 
523,977,616 





Investments - 
Time Deposits _____ 














Demand Deposits _..__. 1,029,142,243 
Other Assets* 9,933 ,237,910 
Total _._._.____.___..._... $48 578.0769 
*Ed. Note: Largely agency, escrow, custodian 





and corporate accounts. 
under “investments,”’ 


Some banks report these 
others under “other assets.” 
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Women Bankers to Meet 
in Atlanta 







Trust topics are included in the an- 
nounced program for the 36th annual 
convention of the National Association 
of Bank Women. Some 500 members 
are expected to attend the sessions at the 
Atlanta Biltmore Hotel, October 6-9. 


The October 7 panel on _ Trusts, 
moderated by Miss Ruth K. Donnelly, 
assistant trust officer, Liberty National 
Bank & Trust Co., Louisville, will im- 
clude: 













Automation and Income Taxes — 
Miss Ruth R. Roy, assistant secretary, 
Security Trust Co., Rochester, N. Y. 


Coiimon Trust Funds — Miss Mary 
Jessee, assistant trust officer, Gary 


(Ind.) National Bank. 


Selling Trust Services — Mrs. Nancye 
B. Staub, trust officer, Morristown 


(N. J.) Trust Co. 
Speakers include Miss Charlotte A. 


Engel, trust officer, National Savinzs § 
Trust Co., Washington, D. C., who is the 


incoming president. 
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In the time it takes to replace a fuse, 


our night staff processes 2500 cash items 


Even if you had to grope in the dark with 
matches the chances are you could replace a 
burned out fuse in just about five minutes. 

But whatever time of night it was, our 
lights would be burning brightly. 

For all through the night, our staff is 
busy processing cash items. They speed items 
through at the rate of 500 per minute. That 
means that many of the checks mailed to us in 


the afternoon become available funds the fol- 
lowing morning. 

This valuable service by our night staff 
has won the Continental hundreds of enthu- 
silastic correspondents from coast to coast. 

If you would like to enjoy such impor- 
tant advantages, too, phone or write us today. 
We'll be happy to send you full details—or 
discuss it with you in your office. 


SONTINENTAL ILLINOIS NATIONAL BANK 


and Trust Company of Chicago 


Lock Box H, Chicago 90 


TEMBER 1958 





Member Federal Deposit Insurance Corporation 








FPRA Trust Program 


The 43rd Annual Convention of the 
Financial Public Relations Association 
will be held at the Sheraton Hotel, 
Philadelphia, September 28 - October 2. 
The Trust Departmental sessions will be: 


Mon. 3:00-5:00 P.M. 

Important Decisions and Rulings in 
the ‘Estate Planning Field Affecting 
Trust Business Today 

—Robert L. Hines, Charlotte attorney 


Tues. 10:30 A.M.-12:00 M. 

Life Insurance Trusts 

—Rollin B. Mansfield, vice president, 
First National Bank, Chicago 
First Wisconsin Trust Co., Mil- 

—Raymond W. Jones, vice president, 
First National Trust Co., Mil- 
waukee 

3:00-5:00 P.M. 

Income and Estate Tax Consequences 
of the Various Pay-Out Arrange- 
ments Available under both Quali- 
fied and Unqualified Pension and 
Profit-sharing Plans 
—Dennis Maduro, New York attor- 

ney 

Welfare Funds as a Source of New 
Business 
—William Delafield, vice president, 

First Pennsylvania Banking & 
Trust Co., Philadelphia 


Wed. 10:30 A.M.-12:00 M. 
Valuation of Close Corporation Stock 
—John H. Zebley, Jr., C.P.A., 
Philadelphia 
Thurs. 10:30 A.M.-12:00 M. 


Clinic Discussion 
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Malone President of Bar 


Ross L. Malone, 
of Roswell, N. M., 
became the 82nd 
President of the 
American Bar As- 
Au- 
gust 29, during the 
annual meeting in 
Los Angeles. At 48 
he is of the 
youngest lawyers ever to head the or- 
ganization. 

A Fellow of the American College of 
Trial Lawyers, Mr. Malone served as 
Deputy Attorney General of the United 
States in 1952-53. In that capacity he 
originated the arrangement whereby the 
Department of Justice submits to the 
American Bar Association the names 
of lawyers under consideration for ap- 
pointment to the federal judiciary for 
recommendation as to their professional 
qualifications. 


sociation on 
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Program for Western Regional 





Trust Conference 


The 32nd Western Regional Trust 


Conference of the American Bankers 
Association 
9-10 in the Statler Hotel, Los Angeles. 
Eldridge H. Booth, Jr., senior vice 
president and senior trust officer, Title 
Insurance & Trust Co., Los Angeles, is 
general chairman, and the hosts will be 
the members of the Southern California 
Trust Officers Association. 


is scheduled for October 


The program will include: 


October 9 — 9:15 a.m. 


Making Trust Departments Profitable 
Walter Kennedy, president, A.B.A. 

Trust Division and president, First 

National Bank, Montgomery, Ala. 


Management Copes with Speed, Spirit 
and Space 
B. F. Coogan, vice president and 
manager, Convair, San Diego 


Demonstration of an Estate & Trust 

Forum 

R. M. Alton, vice president and ex- 
ecutive trust officer; W. R. Bradshaw, 
trust officer; W. D. Hinson, trust offi- 
cer; H. E. Butler, trust officer — all 
of the United States National Bank, 
Portland, Ore. 


October 10 — 9:15 a.m. 


An Executive Training Program 

Ralph E. Boynton, director of staff 
training, Bank of America, N.T. & 
S.A., San Francisco 


What Can You Afford to Pay for 
New Business? 
Earl R. Hudson, president, Ken- 
nedy Sinclaire, Inc., Montclair, N. J. 


Union Negotiated Employee Benefit 
Plans 
Joseph L. Healey, assistant trust 


officer, Old Colony Trust Co., Boston 
Superiority of Trusteed over Insured 
Pension Plans 
Paul A. Warner, president, War- 


ner-Watson, Inc., San Francisco 


October 10 — 2:00 p.m. 


Investment Panel 


Wesley F. Jones, assistant vice 
president, Security-First National 
Bank, Los Angeles, moderator; Jos- 
eph C. Bickford, assistant vice presi- 
dent, Bankers Trust Co., New York; 
Shelby Cullom Davis, managing part- 
ner, Shelby Cullom Davis & Co., New 
York; Arthur J. O’Hara, vice presi- 
dent, The Northern Trust Co., Chi- 


cago 





Mullin Heads Real Property 
Probate and Trust Law Sectio:. 


Section of Real 


Association at the 
annual meeting in 
Los Angeles on August 26. He succeeds 
Joseph Trachtman of New York. 

The new vice chairman is Daniel M. 
Schuyler of Chicago. William R. Dillon 
of Chicago continues as secretary, and 
P. Philip Lacovara of New York as as- 
sistant secretary. 

Divisional directors reelected are: 

Real Property: Paul E. Basye, Bur- 
lingame, Cal. 

Probate: Joseph Pennington Straus, 
Philadelphia 

Trust: Carl F. Schipper, Jr., Boston 

Mr. Trachtman was designated Sec- 
tion Delegate to the House of Delegates. 

Council members elected for a four- 
year term are Albert B. Wolfe of Boston 
and Edward B. Winn of Dallas. 

The Proceedings of the Probate and 
Trust Law Divisions will be published 
in the October issue. 


J. STANLEY MULLIN 





EUROPEAN “TRUST TOUR” 


Editor Returns from Visits with Bankers 
in Six Countries 


Editor Christian Luhnow and Mrs. Lulnow 
arriving on Icelandic Airline plane at La 
Guardia Field, N. Y., from Europe were 
the editor discussed the status and pros; ects 
of corporate fiduciary business and the pe 
tentialities of the great new concep! it 
volved in the “Common Market” program 
of trade development and internationa 10 
vestment with leading bankers in Ccpem 
hagen, Vienna, Zurich, Munich, Frank: ‘ort, 
Bonn, Dusseldorf, Amsterdam and Lor lon. 
Special articles on these topics will ap eat 


in forthcoming issues. 






TRUSTS AND EsT 


J. Stanley Mul. 
lin of Los Angeles, 
was elevated ‘o 
chairman of the 


Property, Probate 
and Trust Law of 
the American Bar 
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GROWTH AND TRUST ACCOUNTING 


Policies for Keeping Pace with Expansion 


THORNTON CATON 


Trust Operations Officer and Director of Personnel, 
Citizens Fidelity Bank & Trust Company, Louisville, Kentucky 


URING THE LAST SEVERAL YEARS, 
1) the total dollar value of assets held 
by most trust departments in this coun- 
iry has increased, whether considered in 
terms of market value, cost, or book 
value. Of some 263 departments report- 
ing in a survey conducted by Trusts 
AnD EstaTEs in 1957, practically all 
stated or indicated that they had expe- 
rienced substantial growth during the 
previous year. Most departments report- 
ed continued growth and many quoted, 
in dollar value, the increase in total as- 


| sets held or the dollar value of new busi- 


ness acquired during the year. Of the 
first 205 trust companies reviewed in a 
similar survey in 1958, none reported 
a decrease in total value of assets. 

The results of a recent survey made 


| by the writer disclosed that 43 of the 45 


departments reporting had experienced 
growth in total dollar value of assets 
held during the past ten years, ranging 


from 10% to 1900%. The average 


| growth reported was 183% for the ten 


year period. 

Actually, growth figures quoted an- 
nually by trust departments over the 
country do not give a complete growth 
picture, and cannot be used as a basis 
for considering operational problems 
which result from the growth of a de- 
partment. Some increase in total dollar 


| value of assets held by a trust depart- 
| ment can be experienced in an expand- 


ing economy without a department grow- 
ing at all. This is true whether ‘such 
Values are quoted in current or book (or 
cost) value. 

Economic Expansion 


In an expanding economy there is a 


defin :e relationship between the increase 

; in st-ck market averages and/or the in- 
creas in the economy generally and the 
total market value of assets held by a 
trusi department. 


F.- example, a department whose 
com on stock holdings averaged 50% 


Th article, written at the request of TRUSTS 
—_ TATES, is based on a thesis submitted in 
1957 partial fulfillment of the reauirements of 
The iduate School of Banking, A.B.A. 


SEP ©MBER 1958 


of its trust assets would find that the 
market value of assets held in its trust 
accounts would increase approximately 
in the same percentage as Gross Na- 
tional Product or by an amount equal 
to approximately one-half of the increase 
in the Dow-Jones Stock Market averages. 

As the market value of trust funds 
increases, the cost or book value will 
also increase as a result of the normal 
functioning of an investment program. 
As accounts and investments are re- 
viewed, assets are sold at a profit and 
other investments are bought at a higher 
cost in a higher market. Therefore, mar- 
ket or book (or cost) value of assets can 
increase without a department experienc- 
ing true growth. 


New Business 


In referring to new business, we us- 
ually think in terms of current market 
value, which, in many cases, is the value 
used to take the assets into account. 
However, the fact that the dollar value 
of business acquired in a given year ex- 
ceeds the carrying value of assets dis- 
tributed or paid out, does not necessar- 
ily mean that the department has experi- 
enced growth. It is true that such a sit- 
uation would result in an increase in the 
total book value of assets held, but it 
could well be that a department could 
have an increase in book value of assets 
yet actually have lost business during 
the year as a result of distributing funds 
carried at a lower basis. For example, 
let us suppose that, during the year, a 
trust department, controlling on cost or 
book value, put $1,000,000 in new busi- 
ness on its books at current values but, 
during the year, distributed funds car- 
ried at $750,000 which had been on its 
books for many years. If the funds dis- 
tributed have a current value of 170% 
of their book value, or $1,275,000, the 
department would have increased the 
total book value of its assets by $250,- 
000, but actually would have lost $275,- 
000 of business in terms of current mar- 
ket value. A department controlling on 
book value must get new business in an 


expanding economy considerably in ex- 
cess of the book value of funds paid out 
or distributed to maintain its position. 


Much of the new business of an estab- 
lished trust department results from the 
distribution of funds already in its 
hands. The settling of estates of persons 
whose funds were held as agent or trus- 
tee at date of death does not add to the 
assets held but only increases the book 
value by revaluation. In like manner, the 
trusts and agencies set up by beneficiar- 
ies of estates handled by the department 
are merely transferred from one account 
to another and have little effect on the 
growth of a department. 


Increased Gross Earnings 


Many trustmen think of growth of a 
trust department in terms of increased 
gross earnings, which have constantly 
increased in most all departments. Of 
129 departments reporting on gross 
earning for 1956 in the 1957 Trusts AND 
EsTATES survey, 122 reported an in- 
crease in gross over 1955 and only 7 
indicated a decrease in gross earnings 
for the previous year. In the 1958 
TRUSTS AND EstaTEs survey, of the first 
205 departments reviewed, only one 
stated that its gross earnings were down 
in 1957. 

An increase in gross earnings does 
not give the complete growth picture, 
since practically all trust fees are 
charged either on gross income collected 
or on an annual appraised value of as- 
sets. All departments not losing business 
(or not failing to settle their quota of 
estates) will experience an increase in 
gross earnings in an expanding stock 
market in proportion to the increase in 
market value of assets held. If, in 1948, 
$1,000 of trust funds earned 4%, a 5% 
income commission would equal $2.00. 
The same funds, worth 70% more, or 
$1,700 in the 1958 market, with a re- 
turn of only 314% would earn $2.76 at 
the same commission rate, or an increase 
of 38%. Commissions based on ap- 
praised value of principal or corpus 
would increase by the same percentage 
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as the market value of the assets on 
which the commission is charged, which 
would be relatively close to the increase 
in our economy generally. 

Many trust departments tend to be 
more conscious of expansion in the total 
dollar value of their assets and the in- 
crease in their gross earnings than of 
the increase in the amount of work to 
be done, and although growth of a trust 
department is indicated by an increase 
in value of assets held and in gross earn- 
ings, to get a picture of growth to be 
used in the study of the department’s 
operational problems an analysis of the 
increased amount of actual work per- 
formed must be made. 


Increased Volume of Work 


Forty-three of the 45 banks participat- 
ing in a previously mentioned survey an- 
swered the question concerning growth 
in dollar value of assets, but only 34 
gave an answer to the question concern- 
ing increase in volume of work. The an- 
swers to the question “Approximately 
what was the percentage of growth of 
your department over the last 10 years 
in volume of work?” ranged from 10% 
to 700% with the average being 137%. 
There was no constant relationship be- 
tween increase in value of assets held 
and increase in volume of work. One de- 
partment reported that a 40% increase 
in total value of assets caused a 100% 
increase in volume of work while, in an- 
other department, a 250% increase in 
value of assets resulted in a 70% in- 
crease in work. 

Whatever the variance in percentage 
of increase in volume of work among 
departments, the survey disclosed that 


the reasons for such increases are ap- 
proximately the same and can be divided 
among the following categories: New 
business, investment policies, capital 
changes, and tax work. 


New Business 


New business going on the books of a 
department, whether or not it exceeds 
the value of the funds paid out, takes a 
considerable amount of detail work. This 
work is of a nature that requires parti- 
cular attention and is not susceptible to 
mass production methods, as is some of 
the routine regular work of the depart- 
ment. The fact that the average new ac- 
count tends to be smaller in dollar value 
than formerly but must go through the 
same phases of work as a large account 
means that more work is required as the 
number of accounts increases, even 
though growth might not be reflected in 
an increase in value of assets. 

Estate Planning, a service being of- 
fered by an increasing number of trust 
departments to prospective customers, 
although generally thought of as an ad- 
ministrative rather than an operational 
function, often requires detail work 
which should be done at the operational 
level. This new activity has added con- 
siderable work in some departments. 


Investment Policies 


The investment policies of a trust de- 
partment have a great deal to do with 
the amount of operational and/or ac- 
counting work to be done. The trend to- 
ward investing trust funds in more com- 
mon stocks and fewer bonds requires 
more income transactions, since most 
stocks pay quarterly and many changes 
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are made in the rates of dividends paid. 
In addition, as a result of reduced hoid. 
ings in bonds, preferred stocks and mort. 
gages, with relatively fixed values and 
long maturities, more attention must be 
given to investments; as a result, more 
re-investments are being made, which 
require more work. The manner in 
which accounts and investments are re. 
viewed affects the work of the depart. 
ment, as does the preparation of reports 
and lists of assets held in trust accounts, 
particularly if copies of such lists are 
sent to principals and beneficiaries. 


Capital Changes 


Changes of adjustments in the capital 
structure of corporations, particularly in 
the form of stock dividends, dividends 
paid in stock, stock rights, stock splits 
and mergers have increased greatly in 
the last few years, with a corresponding 
increase in the accounting work of trust 
departments. S. B. Crorsdale, Managing 
Editor, Financial Information Co., in 
speaking of the period 1950-1955, said 
that stock dividends have increased 
about 100% in the last five years and 
during that period mergers have _in- 
creased about 50%. These changes ai- 
fecting security issues add greatly to in- 
vestment accounting. 


Tax Work 


Federal and State tax laws are be. 
coming more complicated which causes 
more work within all trust departments. 
The dividend credit allowed under the 
1954 Internal Revenue Code, which re- 
quires a further breakdown of income. 
alone has added much work to tax at: 
counting. The fact that there are mor 
trust accounts with more investment 
transactions, more income items, and 
more capital changes which must be con: 
sidered tax-wise, can only mean that tax 
work within a trust department has in- 
creased tremendously. 


How Much Work Increase? 


We know that the work involved i 
accounting for trust funds has increased. 
and we know the reasons for the it 
crease. The question remains: how muci 
has the work increased? To plan for 
handling additional work it is necessat' 
to know what kind and how much addi 
tional work we have. The writer believe: 
that no formula can be developed t 
measure the increase in volume of work 
in relation to the increase in total dolla! 
value of assets, increase in book value. 
increase in gross or net profit or nev 
business, but must be determined }) 
comparison of actual counts of units af 
work, such as bookkeeping entrie=, ' 
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return items, checks issued, addresso- 
graph plates, tabulating cards, etc. 


The work done in a particular depart- 
ment can be fairly well estimated if cer- 
tain basic factors are known or can be 
determined. Most departments know how 
many trust accounts they have and can 
readily determine the average number 
of asset items held in each account. By 
dassifying these items by security type, 
it can be estimated how many credit en- 
tries must be handled, since bond inter- 
et normally requires two entries per 
year and stock four; mortgage pay- 
ments usually will follow a general pat- 
tern within a department. An estimate 
of the charge or debit entries can be 
made, based on number of accounts and 
the methods of distributing income and 
charging commissions. The number of 
investment entries will depend on the 
investment policies of the department 
and the volume of capital changes affect- 
ing security issues. The number of tax 
accounting entries will be approximately 
ihe same as the income entries. The 
number of checks issued can be easily 
determined, since all checks are num- 
bered. These are only some of the fac- 
tors which would have to be considered. 
Although an estimation of this kind will 
not be as accurate as a physical count, 
a person familiar with the policies and 
systems can, with a few basic figures, 
make a fairly accurate estimate of the 
amount of accounting work done in a 
particular department. 


An easier and perhaps more accurate 
way of estimating the work of a trust 
department could be made by “sam- 
pling.” This would be done by actual 
count of the amount of work over a 
specified period and applying the result 
to a longer period of time. Judgment 
would have to be used in such a method, 
since income receipts are heavier in 
some months than in others and capital 
changes and investment activity tend to 
increase at the end of the year. 

Whether by actual count or by esti- 
mate. the amount of work to be done 
within a department must be known be- 
fore any consideration can be given as 
to how it should be done, how many 
people, how much and what kind of 
equipment and how much space is need- 


ed. What can be done to handle this in- 
creas] work load? 
Han iling the Added Work Load 
Pr: bably the easiest, most common, 
and rong way to solve operational 
probi:ms, (which usually are caused by 
an increased volume of work), is to 
‘opy -omeone else. Because one depart- 
ment has installed certain new equip- 
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ment and solved its problems doesn’t 
mean that another department can in- 
stall the same equipment and solve the 
same problems. In improving a trust 
system of operations, the attitude and 
thinking of the department as well as 
the department’s financial ability must 
be considered. 

Usually equipment is the basis of a 
trust system of operations; procedures 
for doing the work are established for 
the equipment to be used. Most trust de- 
partments are equipment conscious and 
think they have an efficient system when 
they have modern equipment. Actually, 
there are four phases of equipment 
which can handle trust accounting: pen 
and ink, bookkeeping machines, punched 
card equipment, and electronic comput- 
ers. Each department should consider 
the amount of work it has to do, classify 
itself as to type of equipment it needs 
and can afford, and concentrate its ef- 
forts at the proper level. 


Electronics Computers 


Although electronic computers have 
received wide publicity and claims have 
been made as to their adaptability to 
trust accounting, the writer believes less 
than 2% of the trust departments in the 
country could economically use them for 
accounting for their trust funds present- 
ly or in the immediate future. Computers 
were originally developed for the gov- 
ernment and for scientific purposes; 
they have in some cases been adapted to 
office procedures; however, unless a 
trust department has several hundred 
million dollars in assets such computers 


need not even be considered. Trust ac- 
counting, unlike bank depositor’s ac- 
counting, requires a detailed worded ex- 
planation for each transaction affecting 
a trust account. Any computer with 
enough record storage or “memory” to 
handle trust accounting would be too 
expensive for any trust department 
other than the very few, very large trust 
departments in the country. 


Punched Card Equipment 


Punched card or tabulating equip- 
ment can do an efficient job in trust ac- 
counting. It can eliminate duplication 
after cards containing information have 
been punched; it is ideal for investment 
accounting; and furthermore, it can sort, 
rearrange, and print information in any 
form desired, which makes it ideal for 
tax accounting. However, to account for 
trust funds by the punched card method 
is expensive: the annual rent of such 
equipment capable of doing the account- 
ing work and rendering customers’ state- 
ments would probably be in the neigh- 
borhood of $20,000. Few trust depart- 
ments of say under $100 million in as- 
sets can afford to use punched card 
equipment unless such equipment is 
available as Banking Department or Cen- 
tral Bank equipment. 


Accounting Machines 


Computers, as we know them now, 
and punched card equipment probably 
should be considered by approximately 
5% of the trust departments in the coun- 
try. What about the other 3,000 depart- 


ments that cannot use or afford such 
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equipment? Actually, since most trust 
departments can forget computers and 
tabulating equipment — and few depart- 
ments are so small that they need to use 
pen and ink, since mechanical equipment 
is available, in most cases, within their 
banks and can be used on a part-time 
basis, — we come to the use of standard 
general purpose machines. 


Standard General Purpose 
Machines 


Standard, general purpose machines 
can be more flexible than we usually 
think. By adopting methods and proce- 
dures which incorporate the preparation 
of punched cards or punched tape as a 
by-product of recording the original 
data, much flexibility can be acquired 
with present standard equipment. 

The big problem in most trust depart- 
ments is the necessity to repeat the re- 
cording of detailed worded information, 
(usually arithmetical calculations are 
simple addition, multiplication, subtrac- 
tion and division). Computers and tabu- 
lating equipment have, to a great extent, 
solved this problem, since information 
once recorded on cards or tape can be 
reproduced automatically in whatever 
order or form is desired. Actually, the 
same results can be obtained by using 





the same cards and tapes to automatical- 
ly reproduce data on standard equip- 
ment. The input for high speed comput- 
ers and tabulating equipment is no fast- 
er than it is for standard equipment, 
since the tap or cards for either would 
be prepared by the same method such 
as electric typewriters or accounting 
machines. Output is automatic in both 
cases and, in the average department, it 
is not necessary to print thousands or 
even hundreds of words per minute, as 
can be done with the more advanced, 
expensive equipment. 

Much duplication could be eliminated 
in most trust departments if some one 
would give more attention to the system 
and to the study of equipment. Many 
departments, for example, prepare or- 
ders for purchase and sale of securities, 
original bookkeeping entries, addressing 
plates, etc. as separate operations. Ac- 
tually, by automatically punching a tape 
or card as a by-product of recording the 
information initially, the information 
can be reproduced automatically later 
for such purposes as preparing book- 
keeping entries, addressing plates, tax 
accounting, investment lists, etc. 

Automation is a relative concept, and 
can be accomplished by degrees. Equip- 
ment manufacturers are working in 
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closer cooperation with each other th in 
ever before, with units being developed 
using three or four makes of machin», 
either directly connected or operatiig 
by means of cards or tapes. 


Equipment manufacturers have dev el- 
oped for bank depositors’ accounting 
semi-electronic posting machines which, 
with the aid of attachments and magne- 
tic code will be able in a few years to 
post cash controls completely automati- 
cally. It might be that some departments 
would want to revert or convert to a 
dual posting system by posting daily 
controls of each account automatically 
and preparing customers’ statements on 
a cycle or staggered basis by electric 
typewriters. This would be faster and 
more economical than most standard ac. 
counting machine systems and would 
eliminate preposting of income prior to 
payment dates and other problems 
caused by peaks and valleys in the work 


load. 


As more advanced and 
equipment is developed, it will probably 
be used for bank accounting first, which 
means that as the work of banks in- 
creases trust departments will probably 
want to make more use of banking de- 
partment and central bank equipment. 


expensive 


The vast majority of trust departments 
in this country should concentrate their 
attention on standard general purpose 
equipment. They should try to rid their 
accounting system of duplication by 
eliminating unnecessary records and re: 
ports and by producing, as a by-product 
of initial recording information, some 
media such as punched cards or tapes 
which can be used to reproduce the 
same information either in whole or in 
part automatically, later. 


By maintaining an efficient system of 
operations and by finding the correct 
solution to problems as they arise, a de: 
partment can increase its profits consid- 
erably. By effecting more proficient com- 
binations of machines, personnel can be 
reduced and costs lowered. An efficient 
system of operations is a valuable tool 
for profit that has been too long and too 
often overlooked by trust departments. 


Vv Vv 
@ First National Bank, Shreveport, pre 
sented a first prize of $100 to Mrs. !'thel 
Shropshire for her essay on “What the 
bank’s pension plan means to me.” \[rs. 
Shropshire is due for retirement ‘uly 
1, 1959. 


The contest, judged by Metrop« 
Life Insurance staff members, ar 
enthusiastic participation among 
bank’s employees. 
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Sidelights .. 


TEXTILE INDUSTRY 
(Continued from page 782) 
example, it recently withdrew from dis- 


tribution of finished synthetic weaves 
for women’s outerwear simply because 


| it had ceased to be profitable, as the 


srowing diversity of fabrics sought by 
the trade made long volume runs im- 


| possible. This simply meant a reversion 


to former policy of channelling this pro- 
duction through converter specialists. 
Again, as glass fibers showed superior 
advantage in certain fields the company 
acquired Hess, Goldsmith, oldest and 
largest producer of fiber-glass for in- 
dustrial and home furnishing markets. 


The nation-wide manufacturing facil- 


ities give a leeway, unusual in the in- 
| dustry, to vary production schedules in 


line with market changes, as in the en- 


' gineering of synthetic blends io over- 


come disadvantages of all-synthetic 
fibers. Also, a tremendous fund of fiber 
knowledge is accumulated in the com- 
pany and such information is available 
to all segments of the company. 

The degree to which top management 
is able to spread the benefits of cen- 
tralized research and managerial facili- 
ties to member plants is well illustrated 
also in its employee relations. Recent 


| efforts to unionize employees in a num- 


ber of locations were either rejected 
by vote or were abandoned before elec- 


' tion. The fact that operations are less 
} than 1% 
importance management attaches to per- 
sonnel welfare and development, as in 
their rotation program for promising 
| junior executives, educational aid for 
_ employees’ children, and a salary-wage 
» scale comparing favorably with the best 
in the industry. The executive iraining 
) program started ten years ago is also 
| how producing valuable results as well 


unionized is evidence of the 


as individual advancement. 


Burlington is also active international- 
ly, with plants in Canada (hosiery, nar- 


tow ‘abrics and tricot), in Mexico 
(man-made and cotton fibers), Vene- 
zuela (synthetics), South Africa (hos- 
lery). and a fully integrated operation 
in Clombia. Burlington Export Co. 
man: 


‘s exports in 78 foreign locations. 


‘‘exibility Aids Operations 


In considering Burlington’s financial 


asper's, cognizance must be taken once 
more of the company’s unique position 
In it 


ndustry. Operations of its various 
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. Trade Winds... 





Memos ... Portfolio Studies 


divisions, as explained by Messrs. Myers 
and Spears, break down into 45 profit 
centers and 30 marketing areas, the lat- 
ter number being less because of iele- 
scoping more than one activity into 
another where trade names and identi- 
fication are important. Management 
policy has been aimed not alone at 
diversification but has been kept flex- 
ible in order to benefit to the greatest 
extent from the ever changing trends in 
the fashion world in types and designs 
of fibers. If synthetics are on the rise, 
or cottons, or woolens, or worsteds, the 
company is ready to swing with the tide. 
If any division or operation becomes 
unprofitable through lessened demand, 
it is cut back as necessary. The emphasis 
is thus always kept upon profits and, 
while the factors of price instability and 
cutthroat competition previously men- 
tioned are never far away, at least astute 
management can do better with efficient 
facilities in various fiber types than can 
the organization with only one or iwo. 

Consequently, while broadly diversi- 
fied production imparts strength and 
balance, it also means that adequate 
stocks of raw materials of the proper 


... Funds Index 


DiLGiZES. F 


... Reports 


grade must continue to flow into ware- 
house and here the goal is minimum 
capital tie-up. At the same time, process 
ingredients are required and goods in 
process and finished inventory can 
mount to substantial sums if customer 
needs are to be promptly met, under- 
lining the importance of production con- 
trols. 

This appears to be especially true at 
present, according to Messrs. Myers and 
Spears, who reported that inventories 
at all trade levels are being held to a 
minimum. Hence, the manufacturer is 
being forced to carry a greater burden 
to service the customer’s less-than-nor- 
mal inventory position, with orders 
usually specified for rush delivery. 

Burlington’s annual sales volume of 
$600-$700 million compares with the 
estimated industry total of approxi- 
mately $14 billion. Nevertheless, the 
company is the largest manufacturer of 
hosiery, woolens and worsteds and syn- 
thetics and is well up front in the cot- 
ton goods and glass fiber fields. In the 
last ten years $180 million has been 
invested in new plant and moderniza- 
tion. 
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Given the basic characteristics of this 
very volatile industry, it is readily un- 
derstandable that management could 
easily become bogged down without 
tight financial controls. Nevertheless, a 
good financial balance has been main- 
tained and Mr. Myers reported the cur- 
rent cash position as easy. The capital 
program for the current year will be 
more than covered by cash flow from 
depreciation. 

The company’s growth has _necessi- 
tated substantial additional capital 
which has been obtained principally 
through long-term borrowings from in- 
surance companies and term loans from 
banks, the total long term debt as of 
March 31, 1958 being roughly $150 
million. Properties are not mortgaged 
but the loan agreements contain the 
usual restrictive provisions for main- 
tenance of assets and limitation of divi- 
dends. There are also four issues of 
preferred stock outstanding, issued un- 
der three authorized series. The com- 
bination makes for some complexity of 
financial structure, but Mr. Myers ex- 
pressed satisfaction with the overall 
moderate cost of capital under existing 
arrangements. 


1958 — Year of Reorientation? 


In view of lower sales and earnings 
during the first 9 months of the current 
fiscal year to end September 30th, name- 
ly, $485 million and $.80 per share vs. 
$502 million and $1.14 in the previous 
period, it is no surprise that Mr. Myers 
forecast earnings below the $1.64 re- 
ported for 1957. The nine month profit 
decline of about 30% compares not 
unfavorably, however, with results 
achieved by many other corporations 
during the current period of reduced 
sales volumes. (Management philosophy, 


American Viscose Corp. 
This rayon conveyor belt moves iron ore 
in a steel mill. 
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which seems to favor 
a conservative divi- 
dend payout, appar- 
ently motivated de- 
claration of a $.15 
quarterly dividend on 
the common stock, a 
reduction from the 
$.20 rate declared in 
the first two quarters, 
at the directors’ meet- 
ing about one week 
following this semi- 
nar.) Dividends have 
continued unbroken since 1931. 

Since 1937, when the company’s stock 
was listed on the New York Stock Ex- 
change as Burlington Mills Corporation, 
sales volume has shown a consistently 
rising trend, which is dramatically docu- 
mented by comparing the 1937 volume 
of $27.3 million with the $671.2 mil- 
lion of 1957. Operating earnings before 
taxes, however, indicate the widely 
fluctuating fortunes of the textile indus- 
try. From 1937 through 1942 this figure 
rose gradually from 3% to 15%, fol- 
lowed by a modest decline in 1943-44. 
From 1945, when 13.5% was regis- 
tered, operating results climbed again 
to the 1948 peak of 22.5%, followed by 
the 12.5% in 1949 and 16.9% in 1950. 


Since then, operating earnings before 
taxes have registered a high of 8.7% 
in 1951, with the years 1952-1957 show- 
ing a range from 4.9% low and 6.5% 
high (1955). The latest complete fiscal 
year ended September 30, 1957 showed 
a 5% ratio. With per share net earnings 
on the common stock for the last two 
fiscal years at $1.63 and $1.64 respec- 
tively, excluding non-recurring net capi- 
tal gains, based on a 5% gross earnings 
ratio, it is obvious that there is a large 
potential for expansion in periods of 
relative price stability in raw materials 
and product prices. 


Other measures of physical growth 
are found in the expansion of book 
value per share from $2.80 in 1937 to 
$25.77 at the end of 1957, while com- 
mon stockholders have increased io 
25,612 from 1,500 in the same period. 
New unit acquisitions and construction 
of new facilities have raised the em- 
ployee rolls to 55,000 from 6,000 in 
1937. 


It is worthy of mention that Burling- 
ton’s growth has taken place during a 
period of high taxes. Management has 
consistently plowed back a substantial 
portion of earnings and depreciation re- 
serves into plant expansion, improve- 
ments or new acquisitions. 


. ss * = 
Burlington Industries, Ine. 


Mill managers and superintendents exchange information regularly — 
on methods, systems, machinery and other fiber handling problems. 


Capacity Operation and Population 
Rise 


Obviously, the textile industry has 
been beset by recurring periods of over: 
production as well as by a fickle market 
for many of its goods that have pre- 
cluded profitable long-run operations in 
a decreasing line of staples, resulting in 
disruptive price conditions. But it is 
also evident that the statistics of the 
past reflect the ability of the industry, 
or more particularly of large diversified 
and flexible companies therein, to ab- 
sorb a marketing revolution of major 
proportions and a series of style and 
production changes that are not likely 
to continue, at least in any such degree. 


Survival under these highly competi- 
tive conditions has been hard but 
toughening, and the outlook is for more 
attrition and lessening of this situation 
as the number of marginal plants de: 
creases, and as more thoughtful action 


-is taken. The textile makers have b2en 


competing more against each other ihan 
for the consumer dollar and that they 
could profit substantially from following 
the lead of American Institute of Men’s 
and Boys’ Wear in stressing the theme 
that a man should dress appropriately. 
The American Cotton Manufacturers In- 
stitute and the National Cotton Council 
have started programs along these line: 
that may be followed by other textile 
groups. 


Prospects for profitable operations 
look much brighter than the past record 
when it is realized that the industry is 
operating very close to capacity. [t ma) 
well be that capacity and consumption 
are approaching balance. Plants general: 
ly are on a three-shift, five-day basis 
and population growth should make it 
unnecessary to continue the sporadic 
price-cutting of the past. The larger 
units, with modern equipment and ‘lexi § 
bility and availability of capital, stand 
to gain even more as smaller plants be 
come out-moded or out-worn and find 
it impossible to expand operations 
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"} Is Golf Really Relaxing’ 
= . The question of whether golf constitutes relaxation can be answered 
satisfactorily, we suspect, only by the individual golfer, or perhaps 
peat his psychiatrist. It has always seemed to us that sport, leisure, and 
yo even business itself, are most satisfactorily practiced by people whose 
i personal affairs are in smooth working order. 
may Under “personal affairs”, one’s finances must be assigned a high 


ytion priority. And in this field—the prudent management of capital—our The FIRST 


, Trust Company must be assigned top-flight ranking. It is the oldest NATIONAL CITY BANK 
pasis : 


and largest institution of its kind in the country; one whose experi- of New York 
vailie ence, facilities, and services are rarely to be matched elsewhere. 
rget Investment Advisory Service, for example, is made to order for busy 
fexi- § executive-golfers and others. Our booklet “How To GET THE MOST OUT 
OF YOUR INVESTMENTS’ tells the story quickly and easily. Why not 
write for your copy now? 


Investment Advisory Service is 
Administered by our Affiliate: 
CITY BANK FARMERS TRUST COMPANY 
22 William St., New York 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








FATE OF FIFTY FAVORITE COMMON 
STOCKS IN COMMON TRUST FUNDS 


For the first time it is possible to 
compare the investment holdings of a 
representative group of trust depart- 
ments over a ten-year span, as nearly 
half a hundred (43) common trust 
funds with common stock holdings have 
now been in operation for that length 
of time. Study of the relative frequency 
of holdings in these portfolios shows up 
several points of interest. . . . First, trust 
investment policy and practice are fluid, 
not static. Investments are made origin- 


In New Jersey... 











YOUR DOORWAY TO 
ALL TRUST SERVICES 


Your appointment of Camden 
Trust Company in an ancillary 
capacity places at your dis- 
posal the experience of New 
Jersey’s oldest trust depart- 
ment... and one of its largest, 
and makes available to you the 
latest in modern electronic 
facilities. 


For any fiduciary service 
in New Jersey you'll 
like doing business with 
Camden Trust. 


Camden Trust 
Company 


CAMDEN 1, NEW JERSEY 





Oldest Trust Department in New Jersey 





S 
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ally on the basis of long-term retention, 
but as conditions in an industry or com- 
pany change, trust investment officers 
and committees have reappraised and 
when necessary realigned holdings in 
the light of current record and prospects. 
Among the 43 funds compared as to 
holdings in 1948 and 1957, only one 
corporation’s stock holds the same rela- 
tive position as it did ten years before, 
out of the fifty+ original “favorites” 





. . . Further, of the original fifty, nine. 
teen companies are replaced on the | 57 
list for these Funds. 


Comparison of ratings (1 to 507) be. 
tween the original 43 Funds and the 
total of 245 Funds reporting common 
stock holdings in their 1957 portfolios 
shows further variations, indicating the 
differences of opinion deriving from in. 
dependent judgments. . 
interesting to note 
only ten “favorite” 
in as many as half 
reporting for 1957. 


. Again, it is 
that the equities of 
companies were held 


of all the 245 Funds 





TEN-YEAR COMPARISON OF COMMON TRUST FUND FAVORITES 











Original Funds* (43) Total Funds (245) 
Company — 1948 — — 1957 — — I! oa 
Holdings Rank Holdings Rankt Holdings Rankt 
General Misetric 36 1 41 2-3 182 2 
Union Carbide 35 2 42 1 73 4 
(0 Se a ae ee 33 3 37 5 161 6 
Texas Co. 5 cee 33 4 35 6 154 7 
Standard Oil—N. J. —- 31 5 39 4 181 3 
General Motors 30 6 41 2-3 184 1 
Sears Roebuck .- 28 7 3 : 119 11 
Gulf Oil - ey SR 28 8 3 10-11 76 25 
Commonwealth Edison ~ coke 27 9 24 18-21 94 1§ 
Chrysler _ a rs Nf 26 10 4 — 6 — 
International Harvester ea 26 11 13 — 72 27 
montgomery Ward —.§ ._.____. 24 12 10 — 35 ~~ 
Lge ea Hiectrice — 24 13 18 37-40 78 24 
Philiips Petroleum — 23 14 32 9 128 9 
Owens-Illinois Glass —._- 22 15 13 — 67 30 
Liggett & Myers Tobac Sea 91 16 4 — 10 
J. C. Penney cin Mee PAY SS 20 17 25 17 108 14-1 
Philadelphia Rise. 66, 20 18 20 29-32 61 
Union Paciic 2. Rk. __... 20 19 15 48-54 48 _ 
F. W. Woolworth Se peer di | od 20 20 6 — 37 _ 
American Can PR pe 8 ee 19 21 21 26-28 86 22-23 
Kennecott Copper ——_$__ 18 22 3 10-11 111 1 
National Dairy P roducts _____- 18 23 28 12-14 123 10 
American Tobacco - 17 24 8 — 37 - 
Eastman Kodak : 17 25 18 37-40 62 6 - 
Monsanto Chemical 17 26 15 -54 49 - 
Pacific Gas & Electric 17 27 1 — 60 4( 
Standard Oil — Cal. _. ‘ 17 28 28 12-14 88 r 
American Tel. & Tel. , 16 29 33 8 170 
Cleveland Electric Tlum, —_.... 16 30 12 — 57 13-4 
Reynolds Tobacco : aes 16 31 6 — 37 — 
Allied Chemical pte ine eae 15 32 19 33-36 65 
Chesapeake & Ohio pa eee. 15 33 6 - 28 = 
Guaranty Trust Co., N. Y. —... 15 34 17 41-46 58 4] 
Inland Steel Seek ae eae 15 35 17 41-46 F3 4) 
Pittsburgh Plate Glass 15 36 20 29-32 56 45 
Standard Oil—Indiana 15 37 22 23-25 98 li 
Caterpillar Tractor pi 14 3 19 33-36 45 = 
First Natl. City Bank 14 39 21 26-28 104 16 
Houston Lighting & Power 14 40 12 — 36 _ 
Timken Roller Bearing - 14 41 2 — 4 = 
United Fruit Se 14 42 — 25 <= 
United Shoe Machinery 14 3 1 —- 3 es 
American Home Products : 13 44 15 4Q-F4 54 4% 
American Gas & Electric _.... 13 45 24 18-21 8 22-23 
Electric Auto-Lite sapaeta 13 46 0 — _ se 
Insurance Co. of North Amer. 12 47 20 29-32 52 nN 
Johns-Manville —-.. 13 48 24 18-21 87 21 
Norfolk & Western Rwy. -......------ 13 49 7 — 19 = 
Proctor & Gamble _.. 13 50 10 — 41 = 
Sherwin Williams ___. 2 13 51 14 — 36 = 
Socony-Mobil Oil - 28 12-14 13 S 
American Cyanamid 27 15 110 lo 
Continental Oil 26 16 62 6-08 
Dow Chemical 24 18-21 63 4-39 
General Foods 23 22 108 14-15 
International Paper 22 23-25 72 2i 
National Lead 22 23-25 89 1 
SEE ee nee 21 26-28 50 = 
Minneapolis- Honey well 20 29-22 50 = 
Continental Can ue age acme 19 33-36 74 -) 
Virginia Elec. & Power 19 33-35 AT 13-44 
Bethlehem Steel 18 37-40 62 36-98 
I os 18 37-40 67 0! 
Central & Southwest ___ 17 41-46 48 = 
Illinois Power eee eee 17 41-46 38 + 
International Bus. Machs. 17 41-46 51 re 
U. S, Gypsum __. 17 41-46 3 34-99 
Public Service of Ind. 16 47 39 e 
Moe, OE os 15 48-54 64 ov 
Cincinnati Gas & Ei. 15 48-54 39 
oo A a ee 15 48-54 48 a 
Hercules Powder  ...................--... 15 48-54 35 = 


*‘Original’ refers to the 43 Funds holding equities in 1948. 


+More than one number signifies a tie for those places; 


first 50. 


ties exist for 50th place; dash means not in 
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ELectric UTILITIES 
CONTINUE POPULAR 





Recently there have been two oppos- 
ing trends affecting utility earnings. 
Fuel costs have been declining while in- 
terest charges have been rising; thus in 
March of this year vs. March 1957 there 
was a saving of over $5 million in fuel 
costs (4.6%) for investor-owned utili- 
ties, while on the other hand interest on 
long-term debt rose nearly $8 million or 
19%. The rise in interest payments re- 
flected the higher money rates prevailing 
during the greater part of 1957, as well 
as the increased amount of bonds out- 
standing resulting from the heavy con- 
struction program. While higher plant 
costs and interest rates have, for the 
time being at least, been partially offset 
by lower fuel costs, part of the fuel sav- 
ings were the result of more favorable 
hydroelectric conditions due to plentiful 
rainfall. 

























Moreover, utility earnings statements 
have had the advantage of two special 
accounting items: (1) the interest credit 
on construction, which is not published 
in the Federal Power Commission Bulle- 
tins but is this year apparently substan- 
tially higher than last year due to the 
heavy construction program; and (2) 
“deferred taxes” (temporary savings in 
Federal income taxes) resulting from the 


use of accelerated depreciation in tax re- 
turns. 












As an indication of the importance of 
the interest credit, the item “Other In- 


















come Deductions” in the FPC Bulletin 
for March shows a credit of $5.7 million 
compzred with $1.4 million a year ago, 
the increase offsetting more than half 
the rive in interest on long-term debt. No 
aggre-ate figures are available for the 
amou:t of tax savings from accelerated 
depr: ‘ation which are not “normal- 
wed. As measured by revenues, com- 
panies amounting to about one-fifth of 
the i tal do not normalize. However, 
‘ven ie reported tax savings of this one- 
fifth .pparently reduced the total tax 
load ppreciably. In the 12 months end- 
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ed March 31, total Federal income taxes 
were up only 1.9% and for the month of 
March they were 0.5% below last year. 
On the other hand, this tax benefit, 
which borrows from the future, has been 
offset by increases in other taxes, espe- 
cially assessments on local real estate. 


Despite the temporary disturbing ef- 
fects of recessions such as the current 
one, it seems probable that national de- 
mand for electricity will continue to 
double about every decade. In 1957, to- 
tal output was 631 billion kwh compared 
with 256 billion in 1947, a gain of 
147%, but growth in this decade was 
abnormal due to postwar conditions, and 
the rate of growth is expected to dimin- 
ish somewhat. 


A major factor in this growth is the 
continuing invention and utilization of 
new residential and farm appliances, al- 
though there are now as many as 150 
kinds of such appliances. The increasing 
use of room air conditioners (together 
with clothes dryers, TV sets, etc.) has 
stimulated the sale of electricity in re- 
cent years. The heat pump if brought in- 
to general use could easily triple or 
quadruple the amount of electricity pres- 
ently used in the average home. On the 
other hand, competition from gas heat- 
ing appliances will continue. On the farm 
new appliances are being widely in- 
stalled during the present period of farm 
prosperity. 

The companies are now taking a spec- 
ial interest in the development of electric 
heating, in order to utilize the recently 
increased surplus capacity, and also to 
help offset the growing summer air con- 
ditioning load. The number of resistance 
type heaters is growing, the heat pump 
is now being perfected, and individual 
room heat pumps are also being devel- 
oped. While total consumption of elec- 
tricity by these heating devices is still 
small compared with the aggregate for 
other residential areas, the future poten- 
tial seems very large because their con- 
sumption of current per unit is substan- 
tial. 


While progress in developing added 
economies may be slower in the future, 
new developments continue under way, 
both in the burning of “fossil fuels” and 
in the new field of atomic energy. Amer- 
ican Electric Power last year placed in 
operation the first “supercritical pres- 
sure” steam unit. In addition to using 
steam at 4,500 lbs. per square inch pres- 
sure and 1,150 degrees temperature with 
“double reheat,” the new unit is 
equipped with a gas-cooled generator, 
stator and rotor. It is the forerunner of 
the huge 450,000 kw units now being 









built for the System, which when in- 
stalled in a year or so will produce new 
economies through space saving and 
thermal efficiency. The company is con- 
tinuing its researches along other lines, 
such as the use of char as fuel, the com- 
bined gas and steam turbine cycle, etc. 
In the field of high-voltage transmission, 
it has now completed its 345,000-volt in- 
terconnection with Commonwealth Edi- 
son. General Electric expects to experi- 
ment with still heavier voltages, possibly 
up to 750,000 or more. 

Another aid to efficiency has been the 
increase in regional power pools in the 
postwar period. Neighboring utilities 
frequently have differing daily peak 
hours and can profitably exchange 
power. Moreover, if one company has 
a large new unit it can run this con- 
tinuously and sell power to others at 
night. This power interchange will be 
further improved by use of new com- 
puters. Recently, a new development has 
been for small utilities to “team up” and 
take turns in building large generators 
to reduce costs for all. This not only 
lessens the need for individual reserve 
capacity but makes available to smaller 
companies the advantages of operating 
large units. Occasional mergers of small 
or medium sized utilities are also help- 
ful in this respect. 


During the past year a number of 
applications for rate increases have been 
filed and decisions thus far announced 
have been generally favorable, except 
in New England. In 1957, 13 electric 
utility companies received rate increases 
totaling $58 million of revenues per an- 
num, but only a portion of that amount 
accrued in 1957 revenues. During the 
first half of 1958, at least 15 companies 
obtained increases aggregating about 
$52 million, of which about half was 
accounted for by Commonwealth Edi- 
son. The increases for 1957 and 1958 
added together would approximate.1.4% 
of total annual revenues or (after taxes) 
about 5% of earnings for the common 
stock. 

With the exception of New England, 
state commissions during the past year 
seemed generally willing to recognize 
the threatened inroads into earnings by 
higher interest rates, rising fuel costs, 
and other inflationary factors, and to 
consider the fairness of rates of return 
somewhat above the 6% average of re- 
cent years. 

During the past year, despite high 
money rates and a heavy construction 
program, the electric utilities as a group 
have been able to maintain their post- 
war record of rising share earnings and 
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KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, NewYork, N.Y. 
August 15, 1958 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a cash dis- 
tribution of $1.00 per share was 
declared, payable on September 
22, 1958, to stockholders of rec- 
ord at the close of business on 
August 29, 1958. 


PAUL B. JESSUP, Secretary 





dividends. However, in many cases, 
these advances were aided by favorable 
weather conditions, rate increases, sub- 
stantial interest credits charged to con- 
struction, and temporary tax savings. 
With more cash generated internally 
due to liberalized depreciation, and with 
most equity ratios in the capitalizations 
now raised to desired levels, the issuance 
of common shares has decreased. In ihe 
first half of 1958 the amount of equity 
financing was only 42% of that in the 
same period of 1957, so that dilution 
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FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
August 21, 1958 


The Board of Directors of this Corpo- 
ration has this day declared a dividend 
of fifty cents (50¢) per share on the 
outstanding Common Stock, payable 
September 20, 1958 to stockholders of 
record at the close of business Septem- 
ber 5, 1958. 


” West Penn 


Electric Company 


(Incorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


375¢ PER SHARE 


Payable September 30, 1958 
Record September 12, 1958 
Declared September 3, 1958 





G. F. Foley, Treasurer 





WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 























146TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. I. T. FINANCIAL 
CorporaATION, payable Octo- 
ber 1, 1958, to stockholders of 
record at the close of business 
September 10, 1958. The trans- 
fer books will not close. Checks 
will be mailed. 
C. JoHN Kunn, 
Treasurer 


FINANCIAL 


CORPORATION 


August 28, 1958. 




















DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 45c per share on 
the Common Stock, payable October 1, 
1958, to stockholders of record at the 
close of business September 9, 1958. 


D. J. WINFIELD 


Treasurer 


August 22, 1958 


SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 





of share earnings has been substantially 
reduced this year. 


At the present time, price-earnings§ 


multiples are approaching their record 


levels of the past decade and yields are 
relatively low. Careful selection is there. f 


fore advisable in making new commit- 


ments, and territorial diversification of F 


holdings remains important so as to 


minimize local risks of weather condi-& 


tions and storms, changes in the local 
regulatory climate, which remains a 
vitally important factor for the investor, 
dangers of future expansion in public 
power projects, and other special fac- 
tors. 


CARL M. LOEB, RHOADES & CO. 


OverR-CAPACITY IN ALUMINUM 


The key note at present in aluminum 
is over-capacity. While the domestic in- 
dustry began the year with more than 
enough capacity to meet foreseeable 


needs for the immediate future, yet in 


the first half of this year the industry 


expanded its primary production facili- : 


ties by 10%, boosting potential well 
past two million tons a year. At the end 
of 1957 capacity was 1,839,000 tons. 
It is now 2,026,500 tons. However, this 
is not all. About 578,000 tons are under 
construction in the U.S. which will bring 
total capacity for 1959-60 to 2,604,500 


tons. 


The mid-year Canadian capacity was 
821,000 tons. About 135,000 tons addi- 
tional were under construction bringing 
total Canadian capacity up to 956,000 
tons. This gives a total for North Amer- 
ica of 3,560,500 tons. 

The largest single addition to pro- 
duction facilities in the first half of this 
year was made by Reynolds Metal 
which completed three new pot lines at 
its Listerhill works. This raised Rey: 
nolds’ capacity to 601,000 tons, with 
100,000 tons more scheduled to come 
into production to total 701,000 tons. 

This puts Reynolds _ substantial) 
ahead of Kaiser’s present capacity of 
537,000 tons, with 72,500 tons under 
construction, to bring its total to 609- 
500 tons. 

The largest domestic producer 3 
Alcoa with present capacity of 792,50 
tons and 207,500 tons under construc: 
tion, to bring the total capacity t 
1,000,000 tons. 

Ormet Inc. (Olin-Revere) is presently 
in production with 36,000 tons ard has 
144,000 tons additional to come or” 
stream before the end of the year Ané 
conda has made no move to incre ‘se ils 
relatively small capacity of 60,00( tons 
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Harvey Aluminum will bring in 54,000 
tons this year. 
\s a consequence of this heavy in- 


crease in capacity which is much in ex- 
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UNITED FRUIT 
COMPANY 







237th 
Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable October 15, 1958, to share- 
holders of record Sept. 12, 1958. 

EMERY N. LEONARD 

Secretary and Treasurer 


| Boston, Mass., August 18, 1958 y 


GENERAL 

PORTLAND 
-CEMENT 

COMPANY 














COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a quarterly dividend 
upon its Common Stock of 45 cents 
per share, payable September 30, 
1958 to stockholders of record at 
the close of business on September 
12, 1958. The stock transfer books 
will remain open. 

HOWARD MILLER, 


§ August 14, 1958 Treasurer 











INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 
190TH 
| CONSECUTIVE DIVIDEND 





Common Stock 
A quarterly dividend of 45¢ 
per share payable on October 
1, 1958 to stockholders of rec- 
ord at the close of business Sep- 
tember 12, 1958, was declared 
by the Board of Directors. 
ROBERT O. MONNIG 


Vice-President and Treasurer 


September 2, 1958 
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cess of present demand, it is estimated 
the industry today is running at about 
71% of present installed capacity. Out- 
put is presently estimated about 118,500 
tons a month as compared with 129,000 
tons in May. This would establish sec- 
ond-quarter domestic primary output 
about 373,500 tons or 8% under first 
quarter, and 9% below the 1957 quar- 
terly average. While it is true this out- 
put would represent a cutback of 25% 
of installed capacity, it would be mis- 
leading to say that output had been 
cutback 25% below 1957. Most of the 
inactive capacity represents production 
potential added last year, and while 
some had been put into operation at 
the same time, older and less efficient 
facilities have been curtailed or halted. 
Hence, present primary production is 
estimated to be no more than 5% more 
than is being marketed. 

Present market is 24.7c a lb. for pig, 
26.8c for ingot. Price was reduced 2c 
a lb. earlier in the year by Alcan and 
was followed by domestic producers. 
This represented the first reduction in 
price for many years and disrupted the 
much publicized price stability of ihe 
metal. It is generally believed that the 
price cut by Alcan was precipitated by 
Russian competition on the European 
market. Domestic producers declared 
that the price reduction was not justi- 
fied and would not increase the market 
demand, but they had to follow suit. It 
is obvious that profit margins will be 
severely affected in comparison with 
1957 because of the lower price now be- 
ing received. 


Shortly after the wage increase granted 
in August, the primary producers 
raised the price of pig and ingot by 
7/10 cent. This hike was not unex- 
pected by the trade and was regarded 
as moderate. However, it does not be- 
gin to compensate for the 2c cut insti- 
tuted last April. Abroad, Alcan has not 
attempted to raise its price as Russian 
aluminum is being offered on the Con- 
tinent at 21.2c per lb. While Russian 
ingot is not being exported to U. S., 
domestic fabricators are seriously per- 
turbed because of imports of fabricated 
products from West Germany and the 
Continent that have been manufactured 
from cheap Russian metal and offered 
at prices below those prevailing in this 
country. 

There has been considerable agitation 
for a higher tariff but chances are 
definitely against such action by Con- 
gress. There have been violent protests 
by the aluminum extruders opposing any 
increase in the present tariff on imports 





ALLEGHENY LUDLUM STEEL 
CORPORATION 


Pittsburgh, Penna. 


At a meeting of the Board of 

Directors of Allegheny Ludlum Steel 

Corporation held today, August 28, 

[NL 1958, a dividend of fifty cents (50¢) 

per share was declared on the Com- 

mon Stock of the Corporation, pay- 

able September 30, 1958, to Com- 

mon stockholders of record at the close of business 
on September 12, 1958. 


S. A. McCASKEY, JR. 


Secretary 
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THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
144th Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on September 
2, 1958 to stockholders of record at 
the close of business on August 18, 
1958. 


GEORGE SELLERS, Secretary 
August 8, 1958 




















Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 





Dividend No. 197 


is 
ORIGINAL PREFERRED STOCK | 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 46 

27 cents per share. 


” 
es 


Se 


The above dividends are pay- 
able September 30, 1958, to 
stockholders of record Sep- #% 
tember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Sep- 
tember 30. 


STS 





# P.C. HALE, Treasurer 


August 21, 1958 
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and instead calling for a reduction. 
From a political viewpoint a tariff in- 
crease would be largely directed against 
Canada and would be highly undesir- 
able. 

Looking forward to 1960-61, the out- 
look for aluminum is very much im- 
proved. There is no question but that 
consumption will increase at a much 
faster rate than for any other non- 
ferrous metal and aluminum producers 
are confident that by 1965 there will 
again be a shortage of the metal. This 
can all very well be true. New markets 
for aluminum are being constantly dis- 
covered and at the present time the 





metal is invading some of the cherished 
fields of the steel industry such as tin 
cans, aluminum coated sheet and wire, 
bridges, and automobile engines. The 
latter may well open a vast new market 
and it has been rumored that one of 
the Big Three may use an aluminum en- 
gine in a competitive smaller car. 

All of the factors mentioned above 
will have definitely depressing effects 
on 1958 earnings. This is generally ad- 
mitted by company officials. For exam- 
ple, a Reynolds executive says that sales 
in the second quarter were lower than 
first quarter and profits are expected to 
be less than the March period, resulting 








For bank investment 


SECURIT 


Security plus increased income now are available 
in the yields of quality corporate bonds and railroad 
equipment trust certificates. Our broad underwriting 
and marketing activities enable us to offer an excep- 


tional variety of these issues in substantial blocks. 


HALSEY, STUART & CO. INc. 


123 SOUTH LASALLE STREET, CHICAGO 90 « 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 








from the price reduction and a gradial 
lowering of delivery to Government 
stockpile (“put” contracts). It may be 
pointed out that Reynolds is much het- 
ter situated than Alcoa or Kaiser regard. 
ing “puts” as they extend to a longer 
period. Hence, the effect on the other 
two will be more pronounced. 

In an endeavor to adjust for (1) 
lower price (2) cut in production (3) 
higher costs uncompensated by a-price 
increase, we arrive at the following esti. 
mate for the four principal producers 
for 1958:— 


Earnings 
per share 


Indicated 
dividend 


Alcoa (Alum. Co. 
of America) 
Alcan (Aluminium 
ia.) . 
Reynolds 


Kaiser 


_ $2.00 $1.20 
1.00 
225 0.50 
0.90 0.90 


It is evident that at present market 
prices, the equities of these four pro- 
ducers are selling at a high price earn- 
ings ratio if above estimates are ac- 
cepted. 


0.70 


Dividend yields are very low. Alcoa, 
Alcan, and Reynolds should maintain 
the indicated rates. (Alcan has been re- 
duced since the first quarter). Main- 
tenance of the Kaiser rate appears some. 


what doubtful. 


Purchase of the equities cannot be 
advised at present levels except for the 
long term. It appears probable the stocks 
can be acquired at lower levels for the 
short term buyer. 

Wituiam F. Borricke 
HAYDEN, STONE & CO. 
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Savings & Loans Held 38% of 
1957 Mortgages 


Savings and loan associations in the 
United States invested $9.2 billion or 
38% of total 1957 mortgage recordings 
of $24.2 billion, according to the “Sav: 
ings & Loan Fact Book 1958.” 

Rated in terms of the proportion o 
homes financed, the Fact Book gives the 
following comparisons: savings associé: 
tions 38%; commercial banks 18%: 
“others” 18%; individuals 14% ; insur 
ance companies and mutual saving 
banks 6% each. 

Savings and loan associations i 
creased their assets by $5.3 billion, o 
12%, in 1957, lifting the year-end total 
to $48.2 billion. The $50 billion mark 
was passed in April, and assets are nov 
twice the amount of five years avo. 2 
million savers and 6.7 million bor: owe! 
are served by these associations. 
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than meets the eye! 
KE 
CO. ; . ‘iain 
Every year more than 60 million travelers pass 
ee — through the train gates of Grand Central Termi- 
Zp nal, New York City. Not many are aware of the 
» of “Uff complex organization which clears this traffic with 
| t maximum safety and minimum delay. The world’s 
1 the tallest subterranean signal tower controls the ar- 
si rivals and departures of 500 trains a day ... three 
Jing: a minute during rush hours ... moving on 78 
Say. tracks fanned out on two levels of a 79-acre yard. 
Serving travelers is also an important responsi- 
bility of Cities Service. Here, too, the biggest job 
- : is done behind the scenes. To assure customers an 
1 - unfailing supply of quality petroleum products 
— . ae requires a vast producing, manufacturing, trans- 
18%: 4 city within a city, Grand : : ‘ ge 
wrt Contual Sanmiael tachelies porting, research, and marketing organization. 
ged <.me 34 miles of underground Hundreds of millions of dollars flow annually 
VIDE tvack, over 80 shops and eat- into these far-flung operations ... thousands of 
g places, more than 300 employees share the job which extends into four 
in ea psp age: songgee continents. It is costly... risky ...arduous... but 
n, oF ous siti. ssi only in this way can the petroleum needs of the 
total public be met—and petroleum, next to food, is the 
mark most vital product in America today. 
now 
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PLIGHT OF THE DOLLAR 


Mark Twain’s famous observation that 
“everybody complains about the weather 
but nobody does anything about it” 
might also be applied to inflation, which 
is increasingly to the fore in the head- 
lines. Lawmakers berate its evils as they 
vote ever greater outlays for public wel- 
fare or other social objectives. Its ill ef- 
fects always seem to lie ahead, rather 
than in the past or present. 

The frightening fact, though, is that 
the dollar has been shorn of more than 
half of its purchasing power in the last 
two decades. Even since the National In- 
dustrial Conference Board adopted a 
1953 base for its consumer price index, 
the dollar index had shrunk to 93.1 cents 
as of July of this year. The infinitesimal 
improvement registered in that month 
marked the first halt in 26 months of 
steady decline. Small wonder that the 
topic of inflation has ceased to be merely 
academic and is now a matter of real 
concern as the current fiscal year will, 
according to Washington’s admission, 
show a $12-$13 billion budget deficit. 

This country has traditionally tended 
to go to extremes in all things, relying 
upon its seemingly inexhaustible _re- 
sources and youthful resiliency to see it 
through. Unavoidable outlays to wage 
World War II and Korea, as well as ade- 
quate provision for defense, must be met 
by deficit financing in varying degree 
but there can be much doubt of the wis- 
dom of $80 billion budgets in peacetime 
which necessitate like action. To the 
greatest possible extent, especially in the 
sphere of welfare programs, the test 
should not be the alleged desirability of 
the measure but the availability of tax 
monies to finance it. With a “permanent” 
debt ceiling of $288 billion, and every 
indication of a rise in 1959, no limit is 
in sight. It is a sad commentary that 
there has been no debt reduction even in 
the recent most prosperous business 
years in the country’s history, that Gov- 
ernment spending has tripled in the last 
decade and that there have been only 
four years of balanced budgets during 
the last 28 years. 
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While not the sole offender, Govern- 
ment deficit spending has undoubtedly 
been the chief contributor to the dollar’s 
delinquency. The twenty years of pa- 
ternalism inaugurated by the New Deal 
programs terminated with accession of 
the Eisenhower team in 1952, pledged to 
a platform of economy. After a first term 
spurt of fiscal zeal, the pressures of a 
swollen bureaucracy, combined with di- 
vided political responsibility, resulted in 
a return to free and fancy spending. 
Debt, public or private, seems to have 
lost its terrors and both political parties 
have shown lack of determination to 
keep firm control of the public purse. 

The sophistry of considering public 
debt as an asset because we owe it to 
ourselves is more clear than ever. Asset 
or liability, the Treasury must make fre- 
quent forays upon the capital markets to 
turn over the already embarrassingly 
short debt load. In addition, it will have 
to fill the gap in the 1958-59 budget. 
Consequently, the Federal Reserve will 
try to make funds as available as they 
can, and as cheap, in order to assist the 
Treasury while they simultaneously 
strive to restrain inflationary forces as 
they appear. The recent rise in the mar- 
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THE LAST DAYS, OF POMPE! | 


Dowling in New York Herald Tribune 


gin and discount rates is an example and 
it is quite conceivable that conflict },e. 
tween private and public capital ce. 
mands might pose some perplexing prob. 
lems for the authorities. 

Other influences will affect the Treas. 
ury’s operations. Except for those to 
whom tax exemption is important, bonds 
have largely ceased to have major ap. 
peal for individuals because of the stead. 
ily declining worth of fixed incomes, 
Government obligations have likewise 
become less attractive to savings banks, 
insurance companies and pension funds, 
Thus efforts to lengthen the debt compo. 
sition are restricted in scope unless cou- 
pon rates are raised substantially. This 
has the disadvantage of competing with 
private capital demands and raising ser- 
vice costs appreciably. Consequently. 
principal emphasis will probably contin. 


ue in the short to medium maturities § 


suitable for commercial bank portfolios, 
thereby lending further inflationary im. 
petus. 


The downward trend of the dollar and 
the portents for more of the same have 
not been lost upon foreign holders of 
dollar balances, who have withdrawn 
gold to the tune of some $1.4 billion 
during the first half of this year. Rightly 
or wrongly, these people, wise in the 
ways of world money markets, are say: 
ing that dollar debasement through gold 
revaluation is at least a possibility. 

Although Washington advices prefer 
to consider the 7% rise in Social Secur- 
ity benefits, effective in February, as de- 
flationary, on the ground that the in- 
creased tax rates (244% on a $4,800. 
base) will remove dollars from circula- 
tion which will be “invested” in Govern: 
ment bonds by the Old Age and Survi: 
ors Insurance Fund, it seems to this de. 
partment by no means certain. Latest 
estimates claim that the new rates will 
reverse the present operating deficit by 
1960 and provide surpluses through 
1985. The obligations are not funded 
and the Secretary of Health, Education 
and Welfare stated only recently that the 
trust fund has “an estimated actuarial 
insufficiency computed into perpetuity of 
0.57 per cent of payroll.” Its record thus 
far fails to inspire confidence that the 
fund will ever be permitted to attain at 
tuarial solvency and remain immune 
from tinkering and extension of cover 
age. 

Whether this latest liberalization o 
the Old Age and Survivors Insurance 
program is inflationary or deflationary: 
its entire record is a prime exam le d 
political expediency. Each electio: yea! 
since 1950 some increased benefit. have 
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been voted and the same lack of financial 
responsibility seems to be the hallmark 
of far too many of our Congressional in- 
cumbents. Failure to realize the crying 
need for pay-as-you-go has already de- 
preciated our exchange medium too far 
and more “benefits,” whether bestowed 
under Social Security or other programs, 


| will inevitably result in economic up- 


heaval. 


RETIREMENT TRUSTEES STILL 


Favor CORPORATE MEDIA 


Trustees of 121 pension and _ profit 
sharing funds continued to rely upon 


| corporate securities during the past year 


as the backbone of their investment pro- 
grams, average composition of portfolios 


being approximately 39% in corporate 


bonds, 6% in preferred and 31% in 
common stocks, with government bonds 
representing only 12%. These portfolios, 
with total assets of $3.3 billion at the 


end of 1957, averaged about 4.17% in- 


come, against 4.49% in 1946, according 


| to the fifth annual survey by Commerce 
Clearing House of Chicago, the national 
| reporting agency on business and taxes. 


The sample was comprised of 92 pension 


| and 29 profit sharing funds, with aver- 
age age of just below ten years. 


Although still relatively unimportant, 
it is noteworthy that real estate and 
mortgage investments doubled during 
the year to 2% each of the total, with 
leasehold interests appearing for the first 
time at about 1%. This trend has been 


} appearing in recent years in reports from 


other sources, such as in educational en- 


_dowments, where occasional opportuni- 


ties for especially attractive yields have 
heen seized upon. 

In the preferred stock group, 88 funds 
held an average of 9 stocks, with utility 
preferreds accounting for 40% of the 
total. Steels rose in acceptance from 
3.2% in 1956 to 7.2% and aircrafts, at 


Among equities, utilities and oils in- 
creased their shares slightly, also finan- 
cial holdings rose to 7.1% from 4.6% 
the previous year. Steels also moved up 
to 4° from 2.2% in 1956. Funds were 
reduced to less than 1% of the total in 
farm machinery, rails, textiles and trans- 
portation equipment manufacturing. The 
avera‘e holding of equities was distrib- 
uted « mong 43 companies. 

Th: normal emphasis upon slightly 
more conservative investment policy in 


the c.se of pension funds was noted in 
more reliance upon governments, fewer 
corpc ates and more common stock. Pen- 
sion ands also had only 3% of their 
mon: in their own stock, while the prof- 
SEPT MBER 1958 


it sharers showed 16% so invested. Like- 
wise, pension funds favored chemicals, 
construction materials and office equip- 
ment two to one with profit sharers heav- 
ier in food processing and distribution 
and in retail trade. 


APPLYING THE BRAKES 


The August 4th return to a 70% mar- 
gin basis elicited protests from the heads 
of the two New York City stock ex- 
changes but it is doubtful that this step 
will be much of a deterrent to the well- 
being of their members, inasmuch as 
market activity is likely to persist so long 
as public psychology toward the dollar’s 
future value and pressure of funds for 
investment continue unaltered. Actually, 
the return to the 70% rate which was in 
force until January of this year is a first 
notice that the authorities were dis- 
pleased with the hectic market pace and 
deteriorating character of leadership 
noted over the preceding three months, 
during which the averages topped levels 
which hopeful observers had anticipated 
much later in the year, if at all. 

Whether there was excessive use of 
credit for speculative purposes depends, 
of course, less upon the absolute loan 
totals or their relationship to market val- 
uation of all listed securities than upon 
one’s definition of “excessive” and the 


aura of the marketplace. The Federal 
Reserve authorities unquestionably be- 
lieved that both debits and stock prices 
had been rising at an accelerated rate 
which dictated an admonitory touch of 
the lash. They also, it may be surmised, 
recalled the meeting of stocks and bond 
yields one year ago and were anxious to 
forestall, in view of the early-August 
proximity of these indices, another stock 
price decline such as occurred from July 


to October 1957. 
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Common Trust Fund 
Replaces Mortgage Fund 


A Discretionary Common Trust Fund 
— “Joint Trust Fund A” — was put 
in operation by First National Bank & 
Trust Co., Lexington, Ky., on May 13. 
This is the first common trust fund in 
Lexington and the third in Kentucky. 
The bank started the Fund originally 
as a Mortgage Investment Fund under 
Section 17d of Regulation F. Later, how- 
ever, it was decided that a better job 
for the accounts concerned could be 
done through a common trust fund for 
general investment. Accordingly this 
change was put into effect as of the 
above date. 
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U. S. Government. Bond Yields fr 
3-Year Taxable Treas... ., % 3! 2.43 3.9% 3.33-1.92 4.10-1.35 — 1.68-0.90 1.32-1.07 (a) (a) (a) ror 
6-Year Taxable Treas. __............. y : 2.88 ‘ 3.48-2.27 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) leas 
10-Year Taxable Treas. —......_.._. t 3.6 3.23 3.52-2.56 3.97-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) exp 
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314s, 1983-78 " 3.6% 3.45 3.62-3.04 3.69-2.59 (b) (b) (b) (b) “Co: 
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Tax Exempt Bond Yields tion 
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(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series dat 
(b) —U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. Ne 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 


(d4)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
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GAIN, WE FIND THROUGHOUT AUGUST 
AS almost complete lack of pro- 
nouncements to security analysts by 
spokesmen of our major industrial com- 
panies. While the business recovery has 
been widely heralded, recent earnings 
reports, in the main, make poor reading. 
This department will again use its space 
for a generalized commentary as a sub- 
stitute for factual summarizations relat- 
ing to individual companies. 


Excessive Condensation of 
Financial Reports 


The extension of “single step” finan- 
cial reporting of operations has the solid 
theoretical basis that it recognizes the 
fact that all categories of deduction from 
income (with a few exceptions) rank 
equally as to their respective priority 
of claims. The older operating statement 
formats that made successive deductions 
and showed such sub-differences as 
“sross profit from sales” and “profit 
from operations,” by implication at 
least, suggested an order of priority of 
expense deductions that was contrary io 
reality. Expense items accumulated in 
“cost of goods sold” do not, in fact, 
rank ahead of expense items accumu- 
lated in the category “selling, general 
and administrative expenses.” 

The abandonment of successive deduc- 
tions from income, described as “Multi- 
step’ financial reporting in favor of the 
“single step” presentation has, however, 
almost invariably resulted in less de- 
tailed financial disclosure. 

\n operating report of sorts is pre- 
sented by: 
ee _...........$1,000,000 
Ex) -nses 900,000 
Inc me before Federal Taxes 

©» Income _.$ 100,000 
Pro ision for Federal Taxes 

1 MN oon ceases 


46,500 


Nei Income SS 53,500 


e security analyst seeking to ex- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


Contributing Editor 


plain financial progress as a guide to a 
judgment of future earnings potential 
does not find much enlightenment from 
this abbreviated disclosure. 


Financial reporting practices should 
reflect over time the needs of those that 
make use of reports to appraise debt 
paying capacity, wage paying capacity, 
managerial competence, and outlook for 
the ownership equities. It is perhaps un- 
necessary to state that a commercial 
bank, in analyzing the credit-worthiness 
of a loan applicant would not be con- 
tent with a financial report that bulked 
together all deduction from income un- 
der some such heading as “cost of 
goods sold and operating expenses.” 
The stockholder, however, in the ab- 
sence of some special contact with com- 
pany management, may have to form his 
judgments on such scanty information. 

The reason underlying excessive con- 
densation in financial reporting is con- 
cealment of operational details that 
might be used against the company at 
the bargaining table or by a competi- 
tor. In many cases such concealment is 
ineffective because the final profit figure 
is revealed and can be used against 
the company even when details of ex- 
penses are omitted. 

Financial public relations without a 
reasonably full disclosure of the details 
of financial operations lack any im- 
portant substance. 

The fact that a great majority of a 
company’s stockholders are inarticulate 
and perhaps do not recognize reporting 
shortcomings should not exclude trust 
investment officers or security analysts 
from access to full and detailed figures. 

The major oil companies and the pub- 
lic utilities have issued supplementary 
financial reports that furnish break- 
downs of the composite items presented 
in the condensed financial statements 
of the report to stockholders, available 
upon request. Companies following this 
procedure obtain the greater readability 
of condensed presentation which suffices 
for many stockholders and at the same 


O. ROGERS FLYNN, 


Jr. 


time attract and hold the interest of 
investors and their advisers who operate 
only with full knowledge of essential 
details. 


Public Relations in Financial 
Reporting 


The content of financial reports has 
been influenced to a great degree by the 
long term objectives of individual com- 
panies and industries. Most of the major 
steel producers provide detailed infor- 
mation about labor costs which have 
risen very rapidly in relation to reve- 
nues. This detailed disclosure may aid 
in combatting further demands of the 
organized steel-workers. Similarly, the 
steel companies are carrying out a cam- 
paign for the deduction of depreciation 
expense based upon replacement costs. 
Both full disclosure of wage costs and 
the inadequacies of present depreciation 
in their reports furnish a background of 
justification for higher product prices. 

Several of the “growth” companies, 
notably IBM, although bulking together 


most expenses in a single total, set forth 








Robert Darley, U. S. State Department guide 
at the New York Stock Exchange’s Brussels 
Fair exhibit, explains to visitors how the 
ticker system distributes Exchange prices 
promptly. Background displays present the 
values of free enterprise. One of the most 
popular American exhibits, this program 
holds possibilities for investment education 


here in the U.S. 
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separately total expenditures charged to 
uperations for “development and en- 
gineering.” Such expenditures are as- 
sociated in the minds of many investors 
with future prospects and earnings 
growth. 


Some Important Specific Omissions 


Many of the chain merchandising or- 
ganizations in converting to self-service 
or semi self-service operation are aban- 
doning unsuitable locations in favor of 
new sites that lend themselves to more 
modern operations. This often involves 


writing off undepreciated value (less 
salvage) of store equipment and fix- 
tures. These write-offs are charged to 
operations, but for most companies fol- 
lowing this policy the amounts are 
buried. 

Failure to set forth the amounts of 
property write-offs has been justified 
on the score that the amounts involved 
were not “material.” Investors, however, 
are entitled to estimate to what extent 
present physical facilities are inade- 
quate. 

Another 


important omission from 
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many financial reports is an exact 
scheduling of debt maturities. The abil- 
ity to maintain or increase dividends 's 
related closely to the amount of oui- 
standing commitments to deplete assets 
in the extinguishment of long term debt. 

Wage payments and their changes are 
necessary information for appraisal of 
capital expenditures and evaluation of 
future earnings prospects. Except where 
furnished to combat organized labor, 
most companies do not show separate 
totals for wage costs. 


10K and 9K Reports 


These periodic reports to the Securi- 
ties and Exchange Commission provide 
some details of financial operations not 
disclosed customarily in published re- 
ports. The 9K which is an interim re- 
port covering 6 months operation is 
highly skeletonized but the LOK which 
covers a full year has required support- 
ing schedules that disclose details of 
property additions and_ retirements, 
maintenance and expenditures, rental 
payments, royalties, taxes, and payments 
for management services. 

Main expense categories are not 
broken down so that year-to-year 
changes cannot be analyzed as to speci- 
fic causal factors beyond the broad cate- 
gories shown. 

10K reports are available only at ihe 
offices of the SEC unless photostats are 
obtained with the attendant costs and 
delays so that many investment advisors 
do not have ready access to them. 


Discrimination in Financial 
Disclosure 


Many professional investment mana- 
gers advise their clients and prospective 
clients that they have private channels 
of information to specific companies. 
While due investigative diligence de- 
serves rewarding, there are grave doubts 
as to the propriety of management dis- 
closing information to a favored few 
which is withheld from stockholders. 

The fundamental consideration gov- 
erning the ethics of disclosure should be 
the recognition that new investors in a 
company’s securities must buy out pres- 
ent holders (in the absence of capitaliza- 
tion increases) and that special infor- 
mation that motivates the buyer would 
also have aided the seller in arriving 
at a decision to sell or hold. 


A A A 
@ The Forty Plus Club of New York 
in 1957 placed 242 executives — 84 more 
than in 1956. This year 174 had been 
placed by mid-August and the figure 
was expected to reach 300 by Decem er 
31. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


READING ROUNDUP 


Perhaps it is an indication of liter- 
ary tastes in the investment and finan- 
cial field that there has been no new 
book published during the last year de- 
voted exclusively to the subject of in- 
vestment companies and mutual funds. 
Here is a dynamic relative newcomer 
among financial institutions which has 
flourished even in the midst of an ap- 
parently short-lived recession and yet no 
writer has appeared between hard covers 
even in the last few years to seriously 
discuss its background, environment and 
shortcomings. One book, originally pub- 
lished in 1954, John Straley’s “What 
About Mutual Funds,” has just come off 
the press in a second edition but this 
could scarcely be called a new contribu- 
tion. Most of the other material other 
than that of a repertorial nature has 
consisted of regular annual, semi-annual 
or quarterly editions of statistical com- 
pendia, analyses and comparisons (with 
accompanying discussion) appearing 
either under separate cover or in the 
context of financial magazines. In fact, 
the comparative charts and tables are 
becoming so profuse that it is becoming 
almost as great a problem to select the 
best analysis for one’s purpose as to 
choose the proper investment company, 
itself. 


What About Mutual Funds (2d ed.) 


John A. Straley. Harper and Broth- 
ers, New York (149 pp. $2.95) 


John Straley is the dean of financial 
writers in the country devoting the ma- 
jor portion of time to the investment 
company field with which he has been 
connected for a quarter of a century. He 
is Associate Editor of the /nvestment 


Dealers’ Digest and his incomparable 
sense of humor is attested to by his an- 
nual editorship of the Bawl Sireet Jour- 
nal. The book describes in easy-to-un- 
derstand terms how mutual funds are 
organized and conducted and what bene- 
fits can be expected from them. Results 
from investing in mutuals are compared 
with those of investing in securities 
through other channels. Mr. Straley con- 
tributes also his bit on how to select 
the proper fund to suit the individual’s 
needs, 

In addition to being updated to the 
beginning of the current year, a new 
chapter has been added titled “Recent 
Developments.” Included is a discussion 
of introduction of variable annuities, 
the use of systematic withdrawal plans, 
organization of additional new Canadian 
investment companies, proposals for 
municipal (tax free) bond funds and the 
enactment of new laws on gifts to min- 
ors. This book, though none too criti- 
cal, is intended as a guide for both 
large and small investors. The earlier 
edition has also been a valuable promo- 
tional tool for mutual fund salesmen. 


Mutual Fund Directory 


Investment Dealers’ Digest, Directory 
Section, August 11, 1958 (150 Broad- 
way, New York 11; 202 pp., $2.00 with 
discounts for quantity orders) 

The semi-annual directory of mu- 
tuals has proved for us to be the most 
invaluable compendium of essential up- 
to-date information available. Its 514” 
x 814” size makes it easy to handle. The 
latest edition includes statistics such as 
asset values, dividends, portfolio break- 
downs and also company personnel as of 
June 30, 1958. Additional information 














EATON & HOWARD BALANCED FUND 


A mutual investment fund with diversified holdings of investment 
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is provided on the following: address, 
corporate and general history, shar:s 
outstanding, par value, number of share- 
holders, fiscal year date, dividends and 
capital gains distributions for each of 
the last 1144 years, dividends, reinves+- 
ment plan, basis used in computing tax- 
able capital gains, acquisition cost, ma:- 
agement fees, dealer terms, effective pric- 
ing time, periodic payment plan, states 
in which qualified for sale, minimum 
amount of shares purchasable, transfer 
agent, custodian and distributor. In- 
cluded in the Directory for the first time 
are ten recently organized companies 
end contractual fund setups. These in- 
clude the Lazard Fund Inc., One William 
Street Fund and Stein Roe and Farnham 


Stock Fund, Inc. 


Investment Companies (1958 ed.) 


Arthur Wiesenberger and Co., 61 
Broadway, New York 6 (384 pp. 
$25.00) 


This is the eighteenth edition of the 
Wiesenberger firm’s ambitious compen- 
dium of statistics on 275 open-end and 
closed-end investment companies. In ad- 
dition, the brokerage house for the first 
time has anticipated publication with a 
loose leaf chart book presenting fifteen- 
year performance records based on an 
assumed investment of $10,000 in seven- 
ty-nine mutuals. This sells for an addi- 
tional $20. In the basic volume the au- 
thors have also taken advantage of the 
new interpretation of the S.E.C. state- 
ment of policy regulating charts by using 
15 year periods in summary charts. 
These show the increase in total per 
share value of individual mutuals in- 
cluding the value of shares accepted in 
payment of capital gains distributions. 
As compared with the more generally 
accepted ten year charts, the longer pe- 
riod commencing at a lower level of the 
stock market, “balloons” the results into 
very enticing lump-sum  accomplish- 
ments. The individual mutual statistics 
and information duplicate in large part 
the material furnished by the Dealers’ 
Digest Directory except that Wiesenber- 
ger includes net asset value and high 
and low offering price for each of the 
fifteen years covered as well as a break- 
down by industrial categories of the 
stock portion of portfolios. The broker- 
age house does not give the cost value 
of assets along with market, howeve’, as 
does the Digest. 

Particularly interesting is the lis: of 
25 common stocks most favored by :ine 
of the American investment compe nies 
that specialize in Canadian secur ‘ies- 
An important new section is devote : to 
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insurance and its integration with in- 
vestments. It provides an analysis of 
common misconceptions of insurance 
and purports to help the investor to de- 
termine his real insurance needs. Also 
included are a number of specific exam- 
ples of combinations of insurance and 
investments designed to bring the great- 
est return at the least cost. 

In referring to trustee acceptance, the 
Wiesenberger book makes this observa- 
tion: “A survey made by the National 
Association of Investment Companies 
late in 1957 revealed that more than 
$600 million worth of mutual fund 
shares were held by institutional inves- 
tors, including fiduciaries, institutions 
and foundations, pension and_profit- 
sharing funds, unions, insurance com- 
panies and other financial institutions. 
These ‘holdings present tangible evi- 
dence of how many trustees are fulfilling 
their fiduciary investment duties. For 
small funds, investment company se- 
curities seem to afford the best, if not 
the only, practical solution to the prob- 
lem of the trustee. Larger institutions, 
too, can benefit by the purchase of in- 
vsetment company shares, not only 
through economies afforded but also 
from the investment experience which 
can thus be added to their own manage- 
ment. - 


Johnson’s Investment Company 


Charts (1958 ed.) 


Hugh A. Johnson. Rand Building, 
Buffalo, N. Y. ($35.00) 


The maestro of presentation of in- 
vestment company performance in chart 
form is certainly still Hugh A. Johnson 
as this tenth edition of his annual loose 
leaf chart book fully proves. The 102 
individual graphs are attractive and 
easy to follow. Also included are the 
usual summary bar charts for each 
mutual, showing appreciation, down- 
side protection, i.e. the average per- 
centage decline during the seven down- 
side markets of the last ten years, in- 
vesiment income and total results. Sum- 
mary tables give five year investment 
results for 136 funds and 1957 invest- 
men! income yields for 172 mutuals. In 
the “Tablistics” section, data includes 
the expense ratio based both on assets 
anc income for the annual period. We 
are unhappy to note that the Wiesen- 
ber-er manual still fails to give a run- 
doy 1 on the expense-income ratio for 
the >pen-end funds, a statistic in which 
may investors are especially inter- 
est 

ite naturally comparison is invited 
als’ between the various Wiesenberger 


SE °EMBER 1958 


charts and those produced by Mr. John- 
son. We note with satisfaction that Mr. 
Johnson refuses to change over to ihe 
more favorable fifteen year period, even 
though, as noted, this is now permitted 
under S.E.C. regulation. He also plots 
the funds’ performance over the course 
of the year while the Wiesenberger or- 
ganization uses the “chart of record” 
type of presentation which is tied only 
to year-end asset values and does not, 
therefore, accurately reveal the volatil- 
ity factor or characteristics of market 
behavior. 


Your Buying Guide to Mutual 
Funds and Investment Com- 


panies (1958 ed.) 


Leo Barnes. American Research Coun- 
cil, Larchmont, N. Y. (120 pp. $3.95) 

This is only the third annual edition 
of Dr. Barnes’ guide and he still dis- 
plays a thoroughly independent and re- 
freshing approach to the analysis of 
investment company performance. One 
would expect this of the chief economist 
and financial editor of Prentice-Hall, 
Inc. As a guide and in keeping with the 
Research Council’s other publications, 
this study of performance comes up with 
rankings as to which funds are best for 
various investment goals. This is in 
contrast with the “you-decide-for-your- 
self-attitude” of Johnson and Wiesen- 
berger. Dr. Barnes states in his intro- 
duction that “the facts and _ statistics 
should be so conveniently sorted, classi- 
fied, arranged and ranked that the in- 
vestor can quickly determine and select 
the companies with the best records in 
the categories in which he is inter- 
ested.” 

The guide uses ten, five and one year 
periods for evaluating mutual fund per- 
formance. For the ten and five year com- 
parisons; all income dividends and cap- 
ital gains distributions are invested at 
the end of each year and the maximum 
offering price is used as the initial value 


in comparisons. For the past year, how- 
ever, performance is measured by the 
change in net asset value per share dur- 
ing the year plus all income dividends 
and capital distributions treated as cash. 
One other variation occurs; income 
yield is the yardstick for evaluating con- 
servative balanced mutuals and income 
mutuals. This is based on the ten-year, 
and five-year average or one-year an- 
nual yields on the prior year-end offer- 
ing price. Neither Wiesenberger or 
Johnson, it should be noted, list any 
income percentage returns for any pe- 
riod other than the latest annual. 

A particularly commendable innova- 
tion is the listing of the selling commis- 
sion as a percentage test of the asset 
value as well as that of the offering 
price. Dr. Barnes notes that the former 
figure is of course the higher and also 
“more comparable to the commission 
cost of buying and selling securities 
other than mutual fund shares.” Atten- 
tion should also be called to the chapter 
titled “How to Use Investment Company 
Warrants for Capital Gain.” Interesting 
comparison may be made with the 
Wiesenberger discussion on the same 
subject. 


Investment Trusts and Funds from 
Investor’s Point of View (1958 ed.) 


C. Russell Doane and Edward J. Hills. 
American Institute for Economic Re- 
search, Great Barrington, Mass. (96 pp- 
$1.00) 

The American Institute’s information- 
al book and performance analysis of 
open and closed-end investment com- 
panies has had a longer life span than 
that of any of the other annual surveys 
discussed in this roundup, having first 
appeared in 1937. However, during the 
years of World War II and the period 
immediately thereafter publication was 
temporarily suspended so that the cur- 
rent edition is number 17. Even more 


(Continued on page 831) 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


N THE NEXT 10 YEARS, A HALF BILLION 
dollars or more will be invested in 
nuclear reactors—for both commercial 
power and military propulsion uses, ac- 
cording to market studies now available. 
Already hundreds of firms, large and 
small, are producing high-precision parts 
for America’s growing nuclear reactor 
business. 

In looking at the reactor market, it 
should be kept in mind that important 
factors, however, will affect the future 
outlook of the many firms now in the re- 
actor component business. 

One factor is the unpredictable influ- 
ence of new scientific “break-throughs” 
in nuclear reactor developments and 
technology. 

The other is the effect of the “politi- 
cal” atom—or the role of government 
at home and abroad in the development 
of the nuclear reactor market on a long- 
term basis. 

Keeping these two factors in mind, it 
is felt by many today that there is a 
healthy opportunity for slow, but steady, 
growth in the market of supplying com- 
ponents for the nuclear reactors, built, 
being built or planned in the next 10 
years. 


Hundreds of Firms 
Help Build Reactors 


In studying the market outlook for 
nuclear reactor components, two con- 
siderations should be weighed: 

1. The construction of a _ nuclear 
power reactor is a most complex 
operation and requires skill and 
precision comparable to that ex- 
ercised by a fine watch-maker. 

. No single company yet produces 
the myriad components, parts and 
equipment necessary to complete 
the final package. 

There are hundreds of firms, both 
large and small, producing precision 
parts for America’s growing nuclear re- 
actor business, For example, from May 
1954 to October 1957 at least 465 dif- 


ferent companies supplied approximate- 
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HALF-BILLION DOLLAR REACTOR PROGRAM 
OPENS UP MARKET FOR SUPPLIERS 


VINCENT R. FOWLER 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


ly $55 million worth of products, ma- 
terials and services to the Shippingport 
atomic power station. There are at least 
444 different products being manufac- 
tured to serve the nuclear reactor or al- 
lied business, according to a trade maga- 
zine review. 

Because of the large number of com- 
panies actively engaged in producing 
products for this new industry and the 
number of separate products necessary 
in the manufacture of a complete reac- 
tor unit, it would be almost impossible 
to appraise realistically the potential 
market for each of these products in 
the space here available. For this reason 
the following discussion will be con- 
cerned primarily with ten major product 
or component groups which have been 
identified as major equipment most gen- 
erally found in sizeable reactor systems. 

The Atomic Industrial Forum, the in- 
dustry’s trade organization, identifies 
these components as follows: 


some 


. Fuel handling equipment 
. Pressure vessels 
. Control apparatus 
. Heat exchangers or steam genera- 
tors 
. Main pumps 
. Main piping 
. Main valves 
. Tanks and auxiliaries 
. Instrumentation 
10. Waste handling equipment 


Of this list, component groups two 
through seven, inclusive, are elements 
of the main coolant circuit of a reactor 
plant; components one, eight, nine and 
ten perform important auxiliary func- 
tions. 


A general observation should be made 
concerning all these various types of 
major components. A future market for 
the products of major component manu- 
facturers will be tied directly to the fu- 
ture market for nuclear reactors. The 
level of future reactor sales will be dic- 
tated by scientific and technical develop- 


The world’s largest and most powerful submarine, the atomic-powered Triton, slides into 

the Thames River at the Groton, Conn. shipyard of General Dynamics Corporation’s “lec 

tric Boat Division. A record throng of an estimated 30,000 persons turned out to se the 

twin-reactored Triton, a radar picket sub that is 447 feet long with a 5,900-ton displace en 
It is the fifth nuclear sub launched by General Dynamics. 
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ments which result in a more competi- 
tive position for nuclear reactors vis-a- 
vis conventional steam generating facili- 
ties. Satisfactory agreement on a long- 
range nuclear power development pro- 
eram—currently under consideration by 
the Atomic Energy Commission and the 
Joint Committee on Atomic Energy— 
and success of the United States’ partici- 
pation in the Euratom nuclear power 
construction program also will have a 
beneficial effect on the future market for 
reactors. The estimated dollar volume 
of sales for major components given be- 
low is based on The Atomic Industrial 
Forum’s forecast that total reactor sales 
should range from approximately $350 
million to $660 million by 1968. 


Fuel Handling Equipment Used 
Principally in Civilian Reactors 


Based on the Forum’s estimates of 
total reactor sales, the market which 
may be expected for manufacturers of 
fuel handling equipment should be ap- 
proximately $1-2.5 million in the year 
1961, and $2-9 million by the year 1968. 

Since auxiliary fuel handling equip- 
ment is relatively unimportant in reac- 
tors used in naval and military propul- 
sion units, the level of naval and military 
reactor activity will have little or no ef- 
fect on the market for fuel handling 
equipment. 

At the present time there are 18 manu- 
facturing firms in the United States now 
actively engaged in producing nuclear 
fuel handling and storage equipment. 

These firms are: 


AMF Atomics 

Aerojet-General Nucleonics 

Alco Products, Inc. 

Allied Engineering and Production 
Corp. 

Convair Division of General Dynamics 

Cook Electric Company 

El-Tronics, Ine. 

Farrel-Birmingham Company 

Federated Metals Division of Ameri- 
can Smelting and Refining Company 

Ford Instrument Company 

General Electric Company 

O. G. Kelley & Company 

Knapp Mills, Ine. 

Martin Company 

Penn-Texas Corp. 

United Shoe Machinery Corp. 

Warren Corporation 

Western Gear Corp. 


j 


He 
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Military Program Important 
to !’ressure Vessel Market 


Development of the naval, military 
anc propulsion reactor program will 
pla’ a major role in determining the 
lev.’ of pressure vessel sales. Approxi- 
ma. iy 80 to 90 percent of the $10-13 
mi'on market for pressure vessels in 
19. will be accounted for by the Naval 
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and Military Propulsion Program. How- 
ever, with the anticipated growth in 
large central station reactors by the year 
1968, the percentage represented by the 
Naval program will have reduced some- 
what to between approximately 27% 
and 52% of the estimated total of $17.5- 
$35 million. 

Pressure vessels required by nuclear 
reactors differ from steam and chemical 
equipment for equivalent pressures be- 
cause of relatively large diameters of 
shells and heads, special designs, fabri- 
cation, test standards and _ tolerances, 
and requirements for special quality in 
plate and forgings. 


According to trade sources, there are 
at least 45 industrial firms in the United 
States manufacturing pressure vessels. 
The traditional suppliers of steam pres- 
sure vessels such as Babcock & Wilcox, 
Combustion Engineering, and Foster 
Wheeler Corp. are perhaps the most ac- 
tive in this field. 


Control Apparatus Market of 
Up to $24 Million Forecast 


Nuclear reactor control apparatus ac- 
tually can be divided in two separate 
sections—rods and control rod drives. 
Control rods are long tubes between 10 
and 40 feet in length containing neutron 
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absorbers such as boron, hafnium or 
cadmium. These absorbers entrap flying 
neutrons, thereby reducing the chain re- 
action in the fuel core. The control drive 
mechanism consists of extension rods, 
electric or hydraulic motors or actuators, 
reduction gears, latches, shock absorb- 
ers, housings and coupling mountings, 
position indicators, seals, immediately 
connected piping and reservoirs. 

The dollar volume potential for con- 
trol apparatus sales, including both rods 
and drives, is estimated to be somewhere 
between $8-$10 million in 1961 and 
$12.5-$24 million in 1968. 

A reactor manufacturer can turn to 
41 different companies in the United 
States as a source for either control rods 
or control drives or, in the cases of six 
companies, both. The six companies pro- 
ducing both control rods and control 
rod drive systems are AMF Atomics, 
Aerojet-General Nucleonics, General 
Electric Company, Martin Co., and West- 
inghouse Electric Corp. 


Heat Exchangers or Steam 
Generators Represent Second 
Largest Market 


The future market potential—by dol- 
lar volume—for heat exchangers and 
steam generators represents the second 
largest of the ten major components. 
While the overall design requirements 
for heat exchangers and steam genera- 
tors to be used in nuclear reactor facili- 
ties are approximately the same as for 
conventional heat exchangers, the re- 
quirements of total size, complete qual- 
ity control, cleanliness, leakage limits 
and multiple rigid inspections, result in 


unusual fabrication demands for the 
main nuclear units. 


Over the next ten years, sales of heat 
exchangers and steam generators may 
range from $12-5-$16.5 million in 1961 
up to $20-$39.5 million in 1968. Com- 
peting vigorously for this market are 44 
firms which produce either heat ex- 
changers or steam generators or both. 
Eleven firms supplying both are: 


Aerco Corporation 

Alco Products, Inc. 

Babcock & Wilcox Co. 
Combustion Engineering, Inc. 
Foster Wheeler Corp. 
Griscom-Russell Company 
New York Shipbuilding Corp. 
Struthers-Wells Corp. 
Westinghouse Electric Corp. 
Worthington Corp. 

Yuba Consolidated Industries, Inc. 


Two firms produce only steam genera- 
tors: Riley Stoker Corporation and 
Sulzer Brothers, Ltd. The other 31 firms 


produce only heat exchangers. 


Wide Variety of Main 
Pump Requirements 


Ten different kinds of pumps are used 
in nuclear reactors: (The number in 
parenthesis fepresents the number of 
companies manufacturing the particular 
type.) 

Canned-Motor Pumps (15) 

Canned Rotor Pumps (13) 

Centrifugal Pumps (39) 

Diaphragm Pumps (13) 

Electromagnetic Pumps (6) 

Gas-Sealed Pumps (7) 

Liquid Metal Pumps (18) 

Metering Pumps (21) 

Pack-Sealed Pumps (10) 

Vacuum Pumps (41) 
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There are several suppliers for eaci 
type of pump needed in nuclear reactor 
systems—ranging from six companics 
manufacturing electromagnetic pumps i 
41 companies producing vacuum pumps. 
It should be noted, however, there is 
duplication in these numbers where one 
company produces more than one type 
of pump; for example, Byron Jackson 
Pumps, Inc., a subsidiary of Borg- 
Warner, produces six different types of 
pumps. 

Estimated dollar volume of potential 
sales in pumps for nuclear installations 
is between $10.5-$13.5 million in 196] 
and $16.5-$31 million by 1968. In addi- 
tion to modified conventional pumps 
with improved seals or controlled leak- 
age systems and corrosive resistant im- 
pellers and casings, unique pumps must 
be designed containing canned rotors, 
leakless designs, with arrangements for 
reméte removal of rotor in areas of 
high radiation, or electromagnetic types 
for pumping liquid metal in some reac- 
tor systems. 


Rigid Requirements for 
Reactor Piping 


The tremendous quantity of piping 
and tubing used in the nuclear reactor 
system might seem to the average per- 
son like a plumber’s nightmare. Actual- 
ly, the largest estimated dollar volume 
of potential sales of major reactor com- 
ponents is in the field of major piping 
ranging from $15.5-$18.5 million in 
1961 to $24-$42.5 million in 1968. 


Piping used in nuclear reactors is not 
ordinary piping. Usually it is produced 
from stainless steel and must contain 
pressures ranging from 600 to 2500 
pounds per square inch and at tempera- 
tures ranging from 500 to 600 degrees 
Fahrenheit. Because of the exacting con- 
ditions under which a reactor operates, 
the piping must be thoroughly inspected 
with the care and precision not ordin- 
arily found in general industrial use. 
This equipment must pass a complete 
radiographic inspection plus dye pene- 
tration checks and have a cleanliness 
equivalent to equipment found in an op- 
erating room of a modern hospital. 

In addition to the stainless steel iub- 
ing which must take the major punish- 
ment of the tubing requirements o! a 
nuclear reactor, there are seven oi ier 
types of tubing used in nuclear ene*gy 
facilities. They are: carbon, ceraric, 
glass, hard-rubber, metal, plastic «nd 
rubber. Stainless steel tubing comes in 
two varieties—seamless or welded. \ 1¢- 
teen firms supplying seamless stain °ss 
steel are: 
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Allegheny-Ludlum Steel Corp. 
All-Stainless, Inc. 

American Brass Co. 

Attalla Pipe & Foundry Co. 
Babcock & Wilcox Co. 

Bishop & Co. 

Bridgeport Brass Co. 
Curtiss-Wright Co. 

Fluor Products Co. 

Knapp Mills, Inc. 

Mackenzie Walton Corp. 
Pittsburgh Piping & Equipment Co. 
Republic Steel Corp. 

Revere Copper & Brass, Inc. 
Ryerson & Son, Inc. 

Smith Tube Corp. 

Tube Reducing Corp. 

U.S. Pipe & Foundry Co. 

U.S. Rubber Co. 


The only two companies now reported 
to be producing welded stainless steel 


tubing are Carpenter Steel Corp. and 
Smith Tube Corp. 


Main Valve Market is Analyzed 


As in the case of pumps and piping, a 
wide variety of valves is used in the ma- 
jor flow systems of nuclear reactors. The 
eleven different valve types are: 


Bellows Steel Control] 
Butterfly Pressure Reducing 
Canned Rotor Reducing 
Corrosion Re- Relief 

sistant Solenoid 
Packed-Seal Vacuum 


Quality control requirements in the 
manufacture of valves to be used for 
this purpose are as rigid as those for 
pumps and piping. In most cases these 
valves are similar in basic design to con- 
ventional equipment, but quality control 
and inspection standards are of a much 
higher order. 


Estimated dollar value of potential 
sales in the area of main valves ranges 
from $8.5-$10 million in 1961 to $12.5- 
$23 million in 1968. 


Tanks and Auxiliaries 


Except for the unique pressurizer unit 
used in pressurized water systems, most 
items in this group are conventional in 
design, but require good quality work- 
manship and employ stainless steel for 
corrosion resistance. The estimated dol- 
lar volume of potential business for 
tans and auxiliaries ranges from $12- 
$14.5 million in 1961 to $19-$32 mil- 
lion in 1968. 


Ins'rumentation 


he relatively new atomic age has 
be 1 a boon to the instrument industry 
in ‘he United States. One has only io 
lo. at the multitude of instrument dials 
in ny reactor control room to appreci- 
atc ‘ully the importance of instrumenta- 
tic. in the safe and efficient operation 
of uch facilities. 

enerally speaking, instruments are 
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Demonstration model, 
part of U. S. fusion ex- 
hibit at the Geneva Con- 
ference this month, shows 
magnetic field pattern of 
a “figure-eight” shaped 
Stellarator. Novel shape 
permits strong magnetic 
field to serve as “mag- 
netic bottle” for hot, ion- 
ized gas. 





used in five major ways in nuclear re- 
actors: 

1. Determination of neutron flux levels 
and rates of change for startup, shut- 
down and regulating reactor power, 
through various ranges, and to actuate 
safety devices. 

2. Indicating position of control rods 
(or equivalent flux control apparatus) 
under all conditions, and _ providing 
means for automatic actuation under 
emergency conditions. 

3. Measurement, recording, and auto- 
matic response where required, for all 
physical conditions of temperature, 
pressure, flow rates, and rates of change 
at critical points of reactor systems. 

4. Area radiation monitoring by fixed 
and portable instruments to report pre- 
vailing or dangerous levels of radiation 
in reactor area, plant surroundings and 
critical waste discharge points. 

5. Miscellaneous needs such as fuel 
element failure detection, remote view- 
ing of plant operation, and instrumenta- 
tion for research and development. 


Almost all instrumentation compo- 





nents are of conventional type, except 
for special radiation sensing devices, and 
modifications of normal instruments to 
increase reliability and minimize radia- 
tion damage effects. 

Even with the important role which 
is and will be played by instruments, 
the estimated dollar volume of sales po- 
tential for this industry is relatively 
small when compared with other sup- 
pliers of major components. Estimates 
indicate a possible market for instru- 
mentation between $6-$7.5 million in 
1961 and $9.5-$19 million in 1968. 

Broadly speaking, the instrumentation 
needs of a nuclear energy facility would 
include many of the various types of 
instruments: ammeters, analyzers, chro- 
matographic apparatus, comparators, 
counters, densitomers, detectors, dosi- 
meters, electrometers, fluorimeters, flux- 
meters, a wide variety of gages, gal- 
vanometers, G-M apparatus, a wide 
variety of meters, monitors, ohmmeters, 
optical instruments, oscillographs, oscil- 
loscopes, photometers, pyrometers, re- 
cording instruments, regulators, rheo- 





underwriters 
and 
distributors 
of investment 
securities 





Correspondents in 
principal cities throughout 
the United States and Canada 


DOMINICK & DOMINICK 


Members New York, American & Toronto Stock Exchanges 


14 WALL STREET 


NEW YORK 





825 





stats, scalers, scanners, scintillation 
counters, spectrometers, voltmeters. 


Waste Handling Equipment 


Waste handling equipment is at pres- 
ent the smallest of the major nuclear 
component industries. Waste handling 
equipment in this context is that equip- 
ment used only for handling radioactive 
waste at the reactor sites. No considera- 
tion is given here to the problem of 
waste disposal, which will become in- 
creasingly important as the quantity of 
such materials grows as a result of more 
nuclear reactor facilities coming into 
operation. 


The potential market for waste hand- 
ling equipment for use at reactor sites 
has been estimated at $5.5-$7.5 million 
in 1961 and $8-$16 million in 1968. 

While the relatively large quantities 
of radioactive waste materials which 
must be handled in a nuclear reactor 
is something relatively new, almost all 
the equipment involved in handling this 
waste is, for the most part, conventional 
in nature. Exceptions to this are the 
newest developmental methods for ab- 
sorbing and concentrating wastes on 
special media. 
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NUCLEAR DEVELOPMENTS IN INDUSTRY 


(Third installment of excerpts from 1957 annual reports) 


General Dynamics Corp. 


Began research, under a $10 million 
agreement between Texas Atomic En- 
ergy Research Foundation and General 
Atomic, into controlled thermonuclear re- 
actions. 

Submitted successful proposal to the 
Atomic Energy Commission and the 
Maritime Administration for the devel- 
opment of a prototype gas-cooled reactor, 
closed-cycle gas turbine system for mer- 
chant ship nuclear propulsion. 

Introduced “Triga’” new inherently 
safe, solid homogeneous, uranium-zir- 
conium hydride research, training and 
isotope reactor. 

Designed “Rega” and “Irga” reactor 
systems for nuclear research and pro- 
duction of radioisotopes for industrial 
applications. 

Completed the first of the new build- 
ings of the John Jay Hopkins Laboratory 
for Pure and Applied Science. 

Delivered pool test nuclear reactor to 
Atomic Energy of Canada, Ltd. 

Designed and constructed a sub-critical 
research reactor for the University of 
Toronto. 

Delivered major components for beta- 
ray spectrometer for Atomic Energy of 
Canada, Ltd. 


New England Electric System 


A construction permit for New Eng- 
land’s first atomic-electric plant was is- 
sued to Yankee Atomic Electric Com- 
pany a few months ago. Ground clearing 
and preliminary work have been com- 
pleted and actual construction work will 
get started this spring in Rowe in north- 
western Massachusetts. The plant is be- 
ing designed by Stone & Webster En- 
gineering Corporation and Westinghouse 
Electric Corporation, The _ stock of 
Yankee is owned by a group of New 
England utilities, including our own sub- 
sidiary, New England Power Company, 
which has a 30% interest. 

Removed as we are from the sources 
of coal and oil, the possible economies 


from the used of fissionable fuel are par- 
ticularly attractive. The price we pay 
for coal and oil is doubled by transpor- 
tation costs by the time we get it into 
our New England steam plants. We ex- 
pect power production with nuclear fuels 
will become economically sound here 
sooner than in most areas of the country 
because of these high costs. 


Newport News Shipbuilding & 
Drydock Co. 


A supplemental Federal authorization 
for the current fiscal year provides for 
construction of 3 nuclear-powered sub- 
marines designed and equipped to launch 
the Navy’s Polaris intermediate range 
ballistic missile, for which construction 
awards have been made. Official state- 
ments indicate that further supplemen- 
tal authority will be requested for this 
fiscal year to cover the construction of 
an additional 6 such submarines at an 
estimated cost of some $700 million. The 
Naval shipbuilding and conversion pro- 
gram requested for the next fiscal year, 
beginning July 1, 1958, includes 
struction of 15 surface vessels and 5 
nuclear-powered submarines, the 
version of 6 vessels and a submarine and 
the advance procurement for a _ second 
nuclear-powered aircraft carrier, the 
authorization for which is to be re- 
quested in the following year’s budget. 


con- 


con- 


Niagara Mohawk Power Corp. 

Niagara Mohawk is keeping abreast of 
advances in nuclear fuel development 
and use in order to be in a better posi- 
tion to supplement economically in the 
future the output of its present and 
proposed generating plants with energy 
generated from nuclear fuel. 

It is a participating member in the 
Atomic Power Development Associates, 
conducting active research in the fast 
breeder type of nuclear fuel plant under 
construction in Michigan. 


North American Aviation, Inc. 
During 1957 the company’s Atomics 





Sketch of 1,100 foot long nuclear aircraft carrier Enterprise under construction for |. 2. 
Navy by Newport News Shipbuilding & Dry Dock Co. 
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International Division put into operation 
two experimental power reactors, sold 
three research reactors, and obtained 
approval for development of a full-scale 
power reactor. In addition three research 
reactors built by the company were put 
into operation. 

Many research programs were in 
process for the AKC, including a promis- 
ing study of atomic propulsion for 
marine tankers. The study indicates that 
an organic moderated reactor offers sig- 
an organic moderated reactor offers ad- 
vantages for marine propulsion. 


Northern States Power Co. 

A contract was signed with the AEC 
in November 1957 covering Commission 
participation in research and develop- 
ment of a full-scale 66,000 kilowatt 
atomic power plant of advanced design. 


This was the first contract signed under 


the Commission’s third round of invita- 
tions to industry to build reactors. Con- 
tracts have also been signed with Allis- 
Chalmers Manufacturing Company as 
the prime contractor and with ten other 
midwest utility companies who will par- 
ticipate in the project. 

The plant, which will be owned and 
operated by NSP, will be located in the 
NSP system a few miles northeast of 
Sioux Falls, South Dakota. Plans call 
for the construction of a controlled re- 
circulating boiling water reactor, a type 
that Allis-Chalmers has been developing 
for some time. New elements in its de- 
sign will make a significant contribution 


| toward bringing the generation of elec- 


tric power from atomic energy into a 
more competitive position with conven- 
tional plants. Much research and de- 
velopment work has already been done 
on boiling water reactors which will 
eliminate some of the uncertainties as- 


| sociated with this type of venture. The 


plant is scheduled for completion in 1962. 
The Company expects to capitalize $14,- 
500,000 of the cost of the project. 


Ohio Edison Co. 


A year ago Ohio Edison, Pennsylvania 
Power, and 12 other electric utility com- 


| panies in the Ohio Valley and contiguous 


areas formed a group, since named East 
Central Nuclear Group (ECNG), to 
formulate plans for undertaking a pro- 
gram of nuclear research and develop- 
ment 

On December 20, 1957, ECNG and 
Florida West Coast Nuclear Group 
(FWCNG) presented a proposal (sup- 
Plem-nted on January 31, 1958) to the 
AEC for research and development on 
a partnership basis with that agency of 
a 5:.000-kilowatt (electric) prototype 
high temperature, gas-cooled, heavy- 
wat. -moderated reactor of the pressure- 
tube type. 

U der the proposal AEC and the com- 
Pan s would share approximately equal- 
ly t!o cost of research and development, 
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while FWCNG, namely Florida Power 
Corporation and Tampa Electric Com- 
pany, would finance construction costs 
of the plant to be located in Florida and 
operate it for a minimum of five years. 
It seems logical to locate the reactor 
in Florida as fuel costs there are almost 
twice as much as in the Ohio Valley area. 


It is estimated that the cost of the 
proposed program may approximate $50,- 
000,000. Of this amount, plant construc- 
tion will approximate $26,000,000, while 
pre- and post-operational research and 
development and other allied expenses 
may approximate $24,000,000. 


It is expected that the reactor would 
be operating about June, 1963. It will be 
designed as a prototype of a natural 
uranium 200,000-kilowatt (electric) re- 
actor, although the prototype might re- 
quire slightly enriched uranium, 


Olin Mathieson Chemical Corp. 


Late in 1957, construction was begun 
at Montville, Conn., of a plant to as- 
semble nuclear reactor core elements and 
components into complete reactor cores. 
Expansion of facilities in New Haven, 
Conn., to manufacture these components 
also was begun during the year. Com- 
pletion of both new plants is scheduled 
for the second quarter of 1958. Initial- 
ly, these cores and components will be 
produced for national defense. 


Pacific Gas and Electric Co. 


After an extensive test period the 
Vallecitos Atomic Power Plant, located 
about 40 miles southeast of San Fran- 
cisco at General Electric Company’s Val- 
lecitos Atomic Laboratory, was first par- 
alleled with our system in October 1957. 


P G & E and General Electric Com- 
pany worked as partners in constructing 
this plant, which at the time it was 
placed in operation was the world’s first 
all-privately financed nuclear electric 
generating plant. Our Company installed 
the turbine generator unit of 5,000 kilo- 
watts capacity which is operated with 
steam produced from the boiling water 
nuclear reactor constructed by General 
Electric Company. 


The Company continued its activities 
as a member of the Nuclear Power 
Group, Inc. The seven companies making 
up this group are sponsoring a 180,- 
000 kilowatt all-nuclear electric plant 
located near Chicago, planned for com- 
pletion in 1960. The Vallecitos plant is 
being utilized to develop information 
which will be of value in the design and 
operation of the Chicago plant and the 
recently proposed Humboldt Bay plant. 

Our capital expenditures in connection 
with the Vallecitos plant, our contribu- 
tion to the research and development ex- 
penses of the Chicago plant, and other 
expenditures for nuclear research aggre- 
gated approximately $1% million in 
1957. 


Philadelphia Electric Co. 


Since 1952 Philadelphia Electric has 
been an active participant with a num- 
ber of other business-managed utilities 
and several manufacturing companies in 
Atomic Power Development Associates, 
Inc., which has made considerable prog- 
ress in the study, development, and de- 
sign of a full-scale atomic reactor. 

A second corporation, Power Reactor 
Development Company, of which Phila- 
delphia Electric is part, is presently 
building the Enrico Fermi atomic plant 
at Lagoona Beach, Michigan. The plant, 
scheduled for operation in 1960, is of the 
fast breeder type. In addition to supply- 
ing steam for generating 100,000 kilo- 
watts of electricity, the plant will pro- 
duce atomic fuel in greater quantities 
than it will consume. The sale of this 
surplus fuel is expected to produce sig- 
nificant additional revenues. 


Phillips Petroleum Co. 


The Company continues to conduct 
large-scale operations and major re- 
search activities for the AEC at the Na- 
tional Reactor Testing Station near 
Idaho Falls, Idaho. The most recent as- 
signment there is operation of the En- 
gineering Test Reactor, the world’s larg- 
est and highest neutron intensity nuclear 
engineering test facility. The conceptual 
design of this reactor came from our 
scientists and engineers. 
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Experimental Atomic Energy Plant at Santa Susana near Los Angeles, where Southern 
California Edison Co. purchases heat for steam generation. 





In our own laboratories, we continued 
research utilizing radio-isotopes to im- 
prove oil-finding, promote difficult chem- 
ical reactions, and evolve new products. 
Our use of nuclear radiation as a re- 
search aid will be augmented in 1958 
when two powerful accelerators are in- 
stalled at the Phillips Research Center, 
Bartlesville. 


Public Service Company of 
Colorado 

As our Company operates in an area 
of abundant fossil fuels with a relatively 
low cost, our main interest has been in 
the technological aspects rather than in 
building a nuclear power plant for the 
immediate future. With this in mind, 
the Company has been keeping abreast of 
advances in nuclear power development 
through participation in the Rocky 
Mountain Nuclear Power Study Group. 


Sinclair Oil Corp. 


The new laboratory is already con- 
tributing to refinery operating economies. 
Radioactive tracers have provided accur- 
ate new techniques for improving con- 
ventional equipment operation and _lo- 
cating trouble spots in intricate units. 
Tracers also are being used in product 
evaluation and oil field production re- 
search. 


Socony Mobil Oil Co., Ine. 


Our nuclear research laboratory is 
now under construction near Princeton, 
N. J. This facility will add a broad, new 
dimension to the company’s current work 
in nuclear science. 

A nuclear research reactor, in which 
Socony Mobil shares ownership with 
nine companies from other industries, is 
scheduled for completion this year at 
Plainsboro, N. J., near Princeton. Our 
participation will give an assured supply 
of radioactive materials specially suited 
to the needs of our new laboratory. 


Southern California Edison Co. 


Under a contract with Atomics Inter- 
national, a division of North American 
Aviation, Inc., the Company has installed 
generating equipment adjacent to an ex- 
perimental sodium-graphite nuclear re- 
actor near Santa Susana, about 30 miles 
northwest of Los Angeles. With the ap- 
proval of the AEC, the Company pur- 
chases heat developed by the reactor to 
produce the steam required for genera- 
tion. 

Electric power was produced from this 
source and distributed to Edison custo- 
mers on July 12, 1957. This was the first 
time that a privately-owned electric util- 
ity generated and distributed electric 
energy on a commercial basis from a 
non-military reactor. 


The Southern Co. 

Our operating companies expect to 
contribute a total of not more than 
$2,400,000 to this undertaking in Michi- 
gan over a six year period, and the 
Company is guaranteeing, as to both 
principal and interest, 8% of borrowings 
by PRDC under a loan agreement with 
various banks, such borrowings not to 
exceed $15,000,000. Of this amount, 
PRDC had borrowed $8,000,000 during 
1957 and expects to borrow the remain- 
der during 1958, 

The Southern Company group is con- 
tinuing to support the research and de- 
velopment activities of Atomic Power 
Development Associates, Inc. (APDA), 
which include nuclear research and the 
principal planning and design work for 
the PRDC reactor. Payments for this 
purpose, aggregating $162,750 in 1958 
and $100,000 in 1959, are proposed to be 
made by the group to APDA. 


Southwestern Gas & Electric Co. 
With the availability of relatively ‘ow 


cost natural gas for boiler fuel in the 
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area in which the Company operates, 
avomiec energy likely will not be a com- 
petitive substitute for energy from con- 
yentional fuel in this area for some 
years. However, in common with a large 
sezment of the electric industry, the 
Company recognizes an obligation to as- 
sist in furthering the development of low 
cost nuclear power, 

The Company’s portion of the cost of 
carrying out two research programs over 
a four year period will approximate 
$450,000. 


Southwestern Public Service Co. 


Recently your Company joined with 
ten other electric utility companies oper- 
ating in Texas in the formation of the 
Texas Atomic Energy Research Founda- 
tion. This Foundation does not plan to 
construct atomic power plants since the 
natural gas used by the utilities in Texas 
is a comparatively cheap fuel and will 
be competitive with nuclear energy for 


many years. The Foundation’s program 


is one of research and development in the 
field of controlled thermo-nuclear fusion, 
and it has entered into a contract with 
Atomic Division of General 
Dynamics Corporation to carry on this 
program, Members of the Foundation 
feel that a system of controlled nuclear 


| fusion utilizing heavy hydrogen would 


be superior to the nuclear fission plants 
now being built utilizing uranium as 
fuel. 


Stone & Webster, Inc. 


In the nuclear field the Engineering 
Corporation continued to assist as archi- 
tect-engineer on the pressurized water 
reactor portion of the Shippingport Pro- 
ject placed in operation in December, 
1957. In November Stone & Webster En- 
gineering Corporation consummated an 
agreement with Yankee Atomic Electric 
Company under which the Engineering 
Corporation will collaborate with West- 
inghouse Electric Corporation in the 
design of a 134,000 kilowatt nuclear 
powered steam electric generating plant 
which the Engineering Corporation will 
construct for Yankee Atomic at Rowe, 
Massachusetts. It has also continued to 


—_—. 


assist the Carolinas-Virginia Nuclear 
Power Associates, Inc., as a consultant 
in its investigation and studies of the 
production of nuclear power in its area. 
In addition, the Engineering Corporation 
has continued to serve Brookhaven Na- 
tional Laboratory in the design and 
supervision of construction of the build- 
ings, structures and supporting facilities 
for the synchrotron being erected at the 
laboratory site at Upton, New York, and 
Combustion Engineering, Inc. in the de- 
sign and construction of its nuclear en- 
gineering and development center at 
Windsor, Connecticut. 


The Texas Co. 

Work progressed satisfactorily during 
the year on a nuclear radiation labora- 
tory at Beacon. 


Texas Electric Service Co. 


Your Company is one of eleven in- 
vestor-owned electric utilities in Texas 
that in 1957 organized the Texas Atomic 
Energy Research Foundation. The Foun- 
dation, a non-profit organization, subse- 
quently joined with General Atomic Di- 
vision of General Dynamics Corporation 
in a $10 million jointly-sponsored re- 
search program in the field of controlled 
thermonuclear reactions. 


Texas Power & Light Co. 


In April, 1957, Texas Power & Light 
Company joined with ten other electric 
power and light companies operating in 
Texas to form the Texas Atomic Energy 
Research Foundation, a non-profit or- 
ganization for research and development 
in the atomic energy field. 


Texas Utilities Co. 


The research project for control of 
the atomic fusion process was initiated 
about midyear by execution of a contract 
between Texas Atomic Energy Research 
Foundation and General Dynamics Cor- 
poration. 

The attempt to control the fusion re- 
action involves problems of immense dif- 
ficulty and is not expected to yield 
prompt end results or lead at an early 
date to its use in the generation of elec- 








Moc — of 134,000 KW nuclear plant for Yankee Atomic Electric Co., designed and to 


constructed by Stone & Webster Engineering Co. 
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Any Customer 
Of Yours 


Is A Friend 
Of Ours 


When you have customers moving 
to this area, visiting this area, or 
with business interests here, we 
shall welcome the opportunity to 
serve them. 


Our experienced officers and staff 
often provide help with real estate 
transactions, security transfers and 
other types of trust and banking 
problems. 


We hope that you and your cus- 
tomers will think of FIRST and 
MERCHANTS as your bank-away- 
from-home. 


First MERCHANTS 


NATIONAL BANK OF RICHMOND 


Member Federal Deposit Insurance Corp. 


HOTEL 


34th Street oat 8th Ave nt) 





fut witivrahhy go Together 


New York's largest skyscraper hotel. 2500 
rooms, all with bath and free radio—tele- 
vision in many. Meditation Chapel open 
to all faiths. Direct entrance to Pennsyl- 
vania Station. Facilities from 100 to 1200 
for Banquets, meetings, etc. Three air- 
conditioned restaurants. 

LAMP POST CORNER . . . COFFEE HOUSE 

GOLDEN THREAD CAFE 
from $7 Doubleslfrom $19 Suites from $23 


JOSEPH MASSAGLIA. JR., Presidest 
CHARLES W. COLE, Gen. Mgr. 


Other MASSAGLIA HOTELS 
SANTA MONICA, CALIF. Hotel Miramar 
SAN JOSE, CALIF. Hotel Sainte Claire 
LONG BEACH, CALIF. Hotel Wilton 
GALLUP, N.M. Hotel El Rancho 
ALBUQUERQUE, Hotel Franciscan 
DENVER, COLO. Hotel Park Lane 
WASHINGTON, D.C. Hotel Raleigh 
HARTFORD, CONN. Hotel Bond 
PITTSBURGH, PA. Hotel Sherwyn 
CINCINNATI, O. Hotel Sinton 
NEW YORK CITY Hotel New Yorker 
HONOLULU Hotel Waikiki Biltmore 
CHICAGO MIDWEST HEADQUARTERS 
BOOKING OFFICE 200 E. Walton DE 7-6344 
BOSTON OFFICE 80 BOYLSTON ST. HU 2-0060 
World-famed hotels one 
Teletype service—Family Pian 
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tricity. If it is successful, the benefits 
will be of immeasurable value. 

The cost of the project will be approxi- 
mately ten million dollars, and the por- 
tion of the total to be paid by the elec- 
tric companies in the Foundation will 
be not more than five million dollars. The 
part to be paid by the companies of the 
Texas Utilities System over a four-year 
period will average about $500,000 a 
year. 


Union Carbide Corp. 

The Nuclear Company is a major par- 
ticipant in the country’s rapidly grow- 
ing nuclear energy industry. It now has 
more than 100 uranium mines in opera- 
tion on the Colorado Plateau. Capacity 
for processing uranium ores has been 
increased from 680 tons to 2400 tons a 
day by expansion of the mill at Uravan, 
Colorado; a new mill at Rifle, Colorado; 
concentrating plants at Slick Rock, Colo- 
rado, and Green River, Utah; and a new 
mill at Maybell, Colorado. 

One of the major activities of the Nu- 
clear Company is operation of the Atomic 
Energy Commission’s installations at 
Oak Ridge, Tennessee, and Paducah, 
Kentucky. These include gaseous dif- 
fusion plants, where fissionable uranium 
235 is reparated from natural uranium; 
important development facilities; and 
Oak Ridge National Laboratory. The 
Laboratory is one of the country’s leading 
nuclear research centers and is the chief 
supplier of radiosotopes. These products 
are widely used in research studies and 
in various industrial processes. 


Union Electric Co. 

Union Electric, in association with 
seven other companies in Nuclear Power 
Group, Inc., continued the research and 


development program directed toward 
producing economical electric power from 
the atom. Our share of the cost is 
$2,000,000, payable over a 5-year period 
which began in 1956. 

The Dresden Nuclear Power Station, 
a full-scale boiling water reactor plant, 
is scheduled for completion in 1960, It 
will be owned and operated by Common- 
wealth Edison Company, but experience 
in its design, construction, and operation 
will be available to all of the partici- 
pants. 


United Shoe Machinery Corp. 


The Atomic Power Department has 
completed the installation of a refueling 
mechanism at the first large scale atomic 
power plant to go into operation — at 
Shippingport, Pennsylvania. We are at 
work on the development of similar 
equipment for Naval vessels. 

In addition, the department has sub- 
stantial contracts and subcontracts for 
designing, producing and testing control 
rod drive mechanisms for use in con- 
trolling the rate of reaction in atomic 
power plants. 


United States Rubber Co. 

The Company is experimenting in 
atomic energy with the use of a two- 
million-volt electron accelerator at its 
new Research Center. We are sharing 
with nine other companies in the con- 
struction of a nuclear reactor facility at 
Plainsboro, New Jersey. We have found 
ways to use radiation to cvre rubber 
and plastics. We see a flood of new 
materials, including rubber and plastics, 
resulting from atomic energy. We fore- 
see entirely new processes in which 
atomic energy will do the work of heat, 
pressure, catalysts and chemicals. And 
we are seeking to develop special types 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 








Refueling equipment developed by United 

Shoe Machinery Corporation for the pres. 

surized water reactor at the Shippingport, 
Pa., atomic power site. 





of rubbers and plastics which will stand 
up under atomic rays. 


Virginia Electric & Power Co. 

Good progress was made during 1957 
in planning for atomic power. The non- 
profit corporation, organized in October 
1956 by your Company, Duke Power 
Company, Carolina Power & Light Com- 
pany and South Carolina Electric & Gas 
Company, is sponsoring the construction 
of an experimental atomic reactor to pro- 
duce steam for power generation. This 
corporation, known as Carolinas Vir- 
ginia Nuclear Power Associates, Inc., has 
submitted a proposal to the Atomic En- 
ergy Commission which calls for a proto- 
type heavy-water cooled and heavy-water 
moderated reactor fueled with slightly 
enriched uranium. The site for the pro- 
posed project has been tentatively located 
on the Broad River at Parr, South Caro- 
lina, approximately 25 miles north of 
Columbia. It is adjacent to the steam and 
hydro plant of South Carolina Electric 
& Gas Company, a member company, and 
from the standpoint of safety and other 
features is considered a favorable loca- 
tion for an atomic power plant. 

The cost is presently estimated to ap- 
proximate $17,500,000. This cost plus the 
operating deficit (estimated to approx- 
imate $1,000;000 a year for the 5-year 
period of prdposed operation), would be 
paid by the sponsoring companies. This 
Company’s proportion is 334% of all 
such costs. Additional costs for the re 
search and development related to this 
project are being sought from the AEC. 


Westinghouse Electric Corp. 


Westinghouse will produce most of the 
nuclear reactors for the U. S. Navy’s 
growing atomic-powered fleet, and ls0 
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the propulsion equipment for many of 
these vessels. The atomic power plant 
for the Navy’s third nuclear submarine, 
the U.S.S. Skate, was delivered six 


| months ahead of schedule. The Skate has 


passed her sea trials and has joined the 
fleet. 

Westinghouse is contributing impor- 
tantly to two of the key weapons in the 
nation’s accelerated missile program. 
These are the U. S. Air Force’s inter- 
ceptor missile Bomarc, a major system 


for defense of the continental United 


States, and the Navy’s intermediate 
range ballistics missile Polaris, described 


| by the Navy as the focal point of a 


sweeping new concept in U. S. defense 
strategy. 

Westinghouse completed on schedule 
the nuclear reactor and turbine gen- 


' erator plant for the world’s first full- 


scale atomic power station, built solely 
for the generation of electricity at Ship- 
pingport, Pa. Before year end, the Ship- 
reactor produced more elec- 
tricity than any other individual reactor. 


West Penn Electric Co. 


A year ago we reported the partici- 
pation of our three principal subsidiaries 
ina group of twelve utilities undertaking 
a nuclear research and development pro- 
gram. The group has since adopted the 


name East Central Nuclear Group 
(ECNG). 
The proposal contemplates that the 


two groups carry out, in cooperation 
with the AEC, a research program for 
the development of a high temperature, 
gas cooled, heavy water moderated re- 
actor of the pressure tube type operating 
on natural uranium fuel. A 50,000 kilo- 
watt plant, protoype of a 200,000 kilo- 
watt plant, would be built by the Florida 
group in Florida where fuel costs are 
high. Fuel for the prototype would be 
slightly enriched uranium, 


The research and development pro- 
gram is estimated to cost about $24 mil- 
lion and the AEC has been asked to 
participate to the extent of approximate- 
ly half of this amount. The construction 
of the prototype is estimated to cost 
about $26 million and would be financed 
by the two Florida utilities. 

The AEC has advised the two groups 
that if the necessary Congressional au- 
thorization is obtained and the requested 
appropriations are available, it would be 
prepared to enter into negotiations with 
respect to its cooperation in the program 
with the understanding that the pro- 
poss’ would constitute a mutually satis- 
factory basis for the negotiation. 

Dring the year ECNG also began 
wor’ on a study of the feasibility of a 
Stea'. cooled reactor. This study is of 
rela'ively low cost and short duration: 
It i. now going forward, and the staff 
assi ‘ned to it includes an engineer from 
our System. 
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INVESTMENT COMPANY NOTES 
(Continued from page 821) 


so than Dr. Barnes, the Great Barrington 
authors under the direction of the In- 
stitute’s head, Col. E. C. Harwood, have 
not hesitated to make positive recom- 
mendations based on their analyses of 
performance and other factors con- 
sidered important. For example, with 
reference to the latter the authors warn 
about “unwarranted extremes” of di- 
versification. They explain that this 
“minimizes any benefit that could be 
expected to result from a wise selection 
of the more promising companies and 
industries.” 


As with the Barnes’ performance 
studies, the Economic Research Insti- 
tute’s comparisons reflect to the extent 
possible the investor’s actual experience 
taking into account the acquisition costs 
of mutuals. Each fund’s analysis in- 
cludes the entire period since it was 
first offered to the public. Income divi- 
dends and capital gains distributions 
both are reinvested on the date payable. 
Comparison of the performance of in- 
dividual funds is made with a com- 
posite record of 45 closed and open-end 
companies called the American Aver- 
age. A tabular comparison among ihree 
dozen closed and open-end companies 
uses the following five periods: 1935-39 
to Dec. 1957, June to September 1946, 
September 1946 to June 1949, June 
1949 to June 1957, and June 1946 io 
June 1957. An interesting observation 
based on these comparisons and an addi- 
tional sampling leads the authors to the 


following conclusion: “Over a span of 
more than 2 decades, encompassing 2 
major cyclical movements, representa- 
tive closed-end investment companies 
have provided consistently more favor- 
able investment results than those ob- 
tained by the better open-end funds.” 
They feel that this is due to the greater 
investment income production of closed 
funds which in turn they claim is at- 
tributable to the difference between 
closed-end fund discounts from asset 
values and the acquisition costs of the 
mutuals. Thus, certain approved closed- 
end funds are recommended for future 
purchase when they can be bought at 
a discount, but only retention and no 
new commitments are suggested in the 
case of certain mutuals which have 
merited the Institute’s approval. 


Wellington Organizes 
Common Stock Fund 

After three decades of investor recog- 
nition as a top-notch balanced mutual, 
the lusty three quarter billion dollar 
Wellington Fund is acquiring a sister. 
Early in October an underwriting group 
co-managed by Bache and Co., Dean 
Witter, Kidder Peabody and Reynolds 
and Co. will bring to market at $12 per 
share (minimum initial subscription, 
$300) the new Wellington Equity Fund, 
Inc. The initial offering is expected to 
aggregate between 50 and 100 million 
dollars for as Walter L. Morgan, presi- 
dent of both the old and new Welling- 
ton mutuals, wisely observes, “We do 
not intend nor would we like to start 

(Continued on pgae 844) 
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Sears, Roebuck and Co. 


434% Sinking Fund Debentures due August 1, 1983 





Price 100% 


(and accrued interest from September 1, 1958) 





Upon request, a copy of a Prospectus describing these securities and the 
business of the Company may be obtained within any State from any 
Underwriter who may regularly distribute it within such State. The 
offering is made only by means of the Prospectus and this announcement 
is neither an offer to sell nor a solicitation of any offer to buy securities. 
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k EGULATIONS 
(Continued from page 790) 


ciudes a tax under section 2037 where 
p ssession or enjoyment of property 
which may revert to the decedent may 
be vested in a beneficiary through the 
exercise of a taxable power of appoint- 
ment which is in existence immediately 
before the decedent’s death. The inter- 
esting point here, however, is that sec- 
tion 2037 expressly provides for the ex- 
clusion of the transferred property in 
this situation, while there is no similar 
provision under section 2042. 

Incidents of ownership are defined 
broadly by the new regulations. “A 
decedent is considered to have an ‘inci- 
dent of ownership’ in an insurance pol- 
icy on his life held in trust if, under the 
terms of the policy, the decedent (either 
alone or in conjunction with another 
person or persons) has the power (as 
trustee or otherwise) to change the 
beneficial ownership in the policy or 
its proceeds, or the time or manner of 
enjoyment thereof, even though the de- 
cedent has no beneficial interest in the 
trust."°° Obviously, the greatest care 
should be exercised in making an in- 
sured the trustee of a trust consisting of 
insurance on his own life, if it is hoped 
to exclude the insurance from his gross 
estate. 

The proposed regulations contained 
provisions relating to the taxation of in- 
surance used to fund agreements for the 
purchase of partnership interests or cor- 
porate shares from a decedent’s es- 
tate.“’ These provisions were tied in 
with the proposed regulations’ treatment 
of the valuation of such interests where 
there was a purchase agreement,*? and 
were deleted from the final regulations 
as was the material on valuation. 


Transfers for Consideration 
The statute provides that inter vivos 
transfers, which would otherwise be tax- 
able under the estate tax, shall not be 
taxed to the extent to which they are 


supported by adequate and full con- 
sideration in money or money’s worth.®§ 
The proposed regulations provided that 
a trensfer of property which, or the in- 
com: from which, was to be used to 
sup} ort a dependent was not a transfer 


for adequate consideration in money 
or joney’s worth, unless under the 
loce law the transfer operated “com- 
plet_y to discharge the decedent’s obli- 
gat’ 1” or was pursuant to a court de- 


——— 


20.2042-1(c) (4). 
20.2042-1(c) (6). 
ra, note 12, 

2043, 1954 Code. 


& 
& 
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cree in a divorce, separate maintenance, 
or annulment proceeding.®® Even though 
the transfer was pursuant to a court 
decree, moreover, it was not deemed to 
be for an adequate consideration to the 
extent it involved payments to children 
beyond the date when the decedent’s 
obligation to support the children would 
have ceased in the absence of the de- 
cree. All of these provisions have been 
deleted from the final regulations. 


Exemption, Expenses, Indebtedness 
and Taxes 


Unlike the 1939 Code, the 1954. Code 
permits the deduction of expenses, in- 
debtedness and taxes in excess of the 
property in the estate available for 
claims, to the extent that the amounts 
in excess of the property so available 
are paid before the due date for filing 
the estate tax return. According to the 
new regulations, this includes any pe- 
riod during which the time for filing 
the return is extended.*° 


Another change which the 1954 Code 
made was to authorize the deduction of 
expenses incurred in administering 
property which is part of the decedent’s 
taxable estate, although it is not in- 
cluded in his probate estate. According 
to the regulations, the only expenses 
which may be deducted under this head- 
ing “are those occasioned by the de- 
cedent’s death and incurred in settling 
the decedent’s interest in the property 
or vesting good title in the beneficiar- 
ies.”*! The regulations give examples 
of expenses which fall in this category. 

With the exception of charitable 
pledges, a debt based upon a promise 
or agreement is deductible under the 
estate tax only to the extent that it was 
“contracted bona fide and for an ade- 
quate and full consideration in money 
or money’s worth.”®? The proposed 
regulations provided that an agreement 
to support a dependent after the de- 
cedent’s death was not supported by an 
adequate and full consideration and was 
not deductible as a claim against the 
decedent’s estate, unless it was embodied 
in a court decree entered in a divorce, 
separate maintenance or annulment pro- 
ceeding.** This provision was omitted in 
the final regulations. 

The new regulations expand the treat- 
ment of the deduction of taxes by a de- 
cedent estate. Among other things, they 
provide that the entire amount af an 
unpaid gift tax upon a split gift may 

Sec, 20.2043-1(b). 

80Sec. 20.2053-1(c). 

See. 20.2053-8(b). 


®2Sec. 2053(c) (1) (A), 1954 Code. 
Sec. 20.2053-4(b). 
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be deducted by the estate of the spouse 
who actually made the gift. On the other 
hand, no part of the tax may be de- 
ducted by the estate of the spouse who 
did not actually make the gift “except 
to the extent that the obligation is en- 
forced against the decedent’s estate and 
his estate has no effective right of con- 
tribution against his spouse.”®* 


Ordinarily death taxes are not de- 
ductible under the estate tax. An amend- 
ment to the 1954 Code®® provides, how- 
ever, that the executor may elect to de- 
duct state death taxes imposed on be- 
quests and devises to charitable organi- 
zations, provided that the decrease in 
the federal tax resulting from the deduc- 
tion will inure solely to the benefit of 
charitable tranferees, or the federal tax 
is equitably apportioned among the 
transferees of the estate. The final regu- 
lations®® add several more examples of 
the application of this provision to those 
set forth in the proposed regulations. 


Charitable Transfers 
Under the 1939 Code, by disclaiming 


a power to appoint property away from 
a charity before the due date for filing 
the estate tax return, it was possible to 
qualify the gift to charity for the char- 
itable deduction. However, if the power 
terminated in some other way, such as 
by the death of the donee of the power, 
the transfer to charity did not become 
deductible. The 1954 Code changed the 
law on this point by providing that the 


Sec. 20.2053-6(d). 
Sec. 2053(d), 1954 Code. 
Sec. 20.2053-9. 


termination of the power to divert prop- 
erty from a charity before the due date 
for the return should be deemed an ir- 
revocable disclaimer of the power.*? 
The new regulations note this change 
in the statute,°® along with another 
minor change made by the 1954 Code, 
which permits a deduction for trans- 
fers to veterans’ organizations.®® 

The new regulations recognize that 
a gift of income may qualify for the 
charitable deduction, but they require 
that it be certain that the charity will 
actually receive the income. For exam- 
ple, it is provided that a deduction will 
not be allowed for a gift to charity of 
the income from stocks in a corporation 
controlled by the decedent’s family, 
where the trustees and remaindermen 
are also members of the decedent’s 
family and there is no guarantee in the 
trust instrument that income will actual- 
ly be paid to the charity.1°° 

An amendment to the 1954 Code ob- 
viously designed to benefit a particular 
individual, provided that an estate might 
claim a deduction for a gift to charity, 
where property was left in trust for a 
surviving spouse over 80 years of age, 
who was entitled to all of the income 
from the trust and had power to appoint 
the corpus by will to charitable organi- 
zations, provided that the spouse exe- 
cuted an affidavit within a year of the 
decedent’s death setting forth the in- 
tention to exercise the power in favor of 
charity and the power was actually so 


Sec. 2055(a), 1954 Code. 
Sec. 20.2055-2(c) (2). 
Sec. 20.2055-1(a) (4). 
100Sec. 20.2055-2(b). 
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exercised.1°! Reference, without any at- 
tempt at exposition, is made to this pro- 
vision in the new regulations.’ 


Marital Deduction 


The new regulations have revised and 
expanded the material on the marital 
deduction. Perhaps the most significant 
changes are those related to the amend- 
ments made by the 1954 Code. Relaxing 
former restrictions, the statute provides 
that a legal life estate for a surviving 
spouse, plus the proper power of ap- 
pointment, qualifies for the marital de- 
duction. Also if a surviving spouse is 
given a right to the income from a 
“specific portion” of the property pass- 
ing from the decedent, along with 
power to appoint the specific portion to 
herself or her estate, the transfer to the 
surviving spouse qualifies to this extent 
for the marital deduction.’ 

An interesting example of the com- 
bined effect of these amendments ap- 
pears in the new regulations! in the 
form of the statement that a devise by 
a decedent to his widow and another as 
joint tenants qualifies, as far as the 
widow's interest is concerned, for the 
marital deduction. In this case, of 
course, the widow has a legal interest 
in half of the income from the property 
and her power to sever the tenancy is 
equivalent to a power to appoint half 
of the property to herself. 

There was speculation before the reg- 
ulations appeared as to how the pro- 
visions of the Code qualifying a gift of 
a “specific portion” would work. It was 
suggested that since the statute provided 
that the surviving spouse must be given 
power to appoint the specific portion 
from which she was entitled to income, 
this meant that the same portion had to 
be subject to her right to income and 
her power of appointment. Others spec- 
ulated as to whether the words of the 
statute were to be taken literally, and 
the surviving spouse had to be given 
the income from a specific portion of 
the property, rather than a specific por- 
tion of the income from the property. 

The new regulations resolve these 
doubts liberally and sensibly. ‘They 
recognize that there is only a verbal dif- 
ference between a gift of income from 
a specific portion of property and a gift 
of a specific portion of the income from 
the property. In other words, the staiute 
is satisfied if the surviving spouse is 
given either the income from one-ialf 
of the property or one-half of the in- 


101Sec. 2055 (b) (2), 1954 Code. 
102Sec. 20.2055-1(b) (2). 
108Sec. 2056 (b) (5), 1954 Code. 
104Sec. 20.2056 (b) -5(g) (2). 
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come from the property.1° Moreover, 
ihe surviving spouse need not be given 
income from the same specific portion 
which she is entitled to appoint, but the 
interest qualifying for the marital de- 
duction will be limited to the smaller 
portion.1°° For example, if a man leaves 
property in trust to pay the income 
from one-half of the property to his wife 
during her life and at her death to pay 
one-quarter of the property to 
whomever she appoints by will, the 
amount which will qualify for the mari- 
tal deduction will be limited to one- 
quarter of the property. 

According to the new regulations, the 
“specific portion” must be a fractional 
or percentile share of the property; it 
cannot be a specific sum in dollars.1°* 
Thus, if H leaves $500,000 to T in trust 
to pay his widow the income from this 
sum during her life and at her death 
to pay over $250,000 from the trust 
fund to whomsoever she may appoint by 
will, the trust will not qualify to any 
extent for the marital deduction. Since 
the regulations recognize that a marital 
deduction is allowed for each separate 
qualifying interest which passes to a 
surviving spouse,'°* a marital deduction 
would be allowed her if this could be 
regarded as a separate trust of $250,000. 
This cannot be done, however, since the 
$250,000 is not to be invested and han- 
dled as a separate fund.'® 

The regulations take a somewhat 
different view of what constitutes a 
specific portion when an insurance set- 
tlement is involved. Section 20.2056 (b) - 
6(c) provides that insurance proceeds 
passing to a surviving spouse will qual- 
ify for the marital deduction, even 
though the installment payments or in- 
terest to which the surviving spouse is 
entitled, or the amount of the proceeds 
over which she has a power of appoint- 
ment, is “expressed in terms of a specific 
sum rather than a fraction or a per- 
centage of the proceeds provided it is 
shown that such sums are a definite or 
fixed percentage of the total proceeds.” 

The regulations have always been gen- 
erous in construing the requirement that 
the surviving spouse must be entitled to 
the income from a power of appoint- 
men! trust in order to qualify the trust 


_ 


over 


c. 20.2056 (b)-5(c), Example 1. 

sa c. 20.2056 (b) -5 (b). 

See, 20.2056(b)-5(c). This section provides, 
how: ‘r, that “Even though the rights in the sur- 
Vivin» spouse may not be expressed in terms of a 


lod« 


defin'. + fraction or percentage, a deduction may 
be a! wable if it is shown that the effect of local 
law i. to give the spouse rights which are identical 
to th .e she would have acquired if the size of the 
sah iad been expressed in terms of a definite 
Tact 


1 or percentage.” 
*. 20.2056 (b) -5 (d). 
id. 
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for the marital deduction. Even greater 
latitude in this respect is allowed by the 
new regulations in connection with a 
trust of unproductive property. Under 
the previous regulations such a trust 
would not qualify for the marital deduc- 
tion unless the trustee was required to 
convert the unproductive property into 
productive property. The new regula- 
tions provide that it is sufficient if the 
surviving spouse has power to compel 
the trustee to make the conversion, even 
though otherwise he may retain the un- 
productive property.’?° 


In view of recent decisions’ holding 
that a power on the part of a surviving 
spouse to consume or invade property 
will not qualify a gift to the surviving 
spouse for the marital deduction under 
the life estate power of appointment ex- 
ception to the terminable interest rule, 
the attitude of the new regulations on 
powers of invasion is interesting. Sec- 
tion 20.2056(b)-5(g) (3) provides that 
a power given to a surviving spouse to 
use or consume property is not a power 
which is exercisable at all events (and, 
therefore, eligible, for the marital de- 
duction), if “there are any restrictions, 
either by the terms of the instrument or 
under applicable local law, on the exer- 
cise of the power.” Furthermore, “if 
a power of invasion is exercisable only 
for the spouse’s support, or only for her 
limited use, the power is not exercisable 
at all events. In order for a power of 


11oSec. 20.2056 (b) -5 (f) (4). 

11Commissioner v. Ellis’ Estate, 252 F. 2d 109 
(3d Cir. 1958); Estate of Pipe v. Commissioner, 
241 F. 2d 210 (2d Cir. 1957). 


invasion to be exercisable in all events, 
the surviving spouse must have the un- 
restricted power exercisable at any time 
during her life to use all or any part 
of the property subject to the power, 
and to dispose of it in any manner, 
including power to dispose of it by 
gift (whether or not she has power to 
dispose of it by will).” 

It is worth noting that the fact that 
a power is taxable under section 2041 
does not mean that the power will qual- 
ify property for the marital deduction 
under section 2056. Considerable cau- 
tion must be exercised in seeking to 
qualify property for the marital deduc- 
tion by means of a power of invasion. 
Although the regulations still provide 
that “an unlimited power to invade” is 
sufficient,'!* it seems generally safer to 
employ a power under which the surviv- 
ing spouse has power to appoint to 
others besides herself. 

Since the widow’s allowance during 
the administration of an estate is no 
longer deductible, there is no reason 
why it should not qualify for the marital 
deduction, provided that the widow is 
indefeasibly entitled to the allowance, so 
that it is not a terminable interest. This 
is the position which is taken by the 
new regulations,'!* despite the decision 
of the Tax Court in Estate of Rensen- 
house,''* to the effect that the widow’s 
allowance does not qualify for the mari- 
tal deduction because it is not an in- 


terest passing from the decedent. 


112S ec. 20.2056 (b) -5 (g) (i). 
18Sec. 20.2056 (e) -2(a). 
11427 T.C. 107 (1956). 
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HON. PRESTON DEVINE 
Judge of Superior Court of California, San Francisco of 
denc 
HE TRUST OFFICER AS SUCH IS RELA- When such a country squire assumed he might be a lawyer, forsook the J _ 
2 iene new, but trusts are old. One the duties of trustee for neighboring lively contests in the arena of torts, é, 
must dip into the lore of legal history children of the parish or county, he abandoned the shrewd negotiation of TI 
to find your antecedents. They existed needed little technical skill; the native commercial contracts, and renounced § he 
before the Statute of Uses was driven honesty in which he abounded was the _ the heady controversies of constitutional J # T 
through parliament in 1535 by Henry — sole requirement. law. to devote himself for life to the ff (uie 
VIII and feudal barens who were de- . conservation and management and dis- cont 
sirous of preventing ‘uses’ from rob- Progress and a New Profession tribution of properties which someone less 
bing landowners of the incidents of But by the nineteenth century, the has put into an undying and ever- ff PUrs 
feudal tenure. When the mushroom trystee had changed. To quote Pro- Vigilant institution’s charge. eld, 
cloud of that statute had somewhat fessor Keeton of the University of Lon- _— 
cleared, it was found that beneficial gon; “He has become a professional No Honor in Irresponsibility =f 
holdings of personal property, at least man or a member of some well-estab- If he was a banker. he abandoned. = 
where the trust was an active one, were ished firm. He may sit upon one or gradually but surely, participation in oan 
not put out of being. Indeed, their very two boards of directors, but if he does the financing of commercial ventures, . 
smn gee ee: hem “wm _to it will only be after a careful scrutiny retaining the knowledge of business af. “ 
— = order to escape being of the company’s business, and it will fairs for the benefit of his charge. a 
brought within the Statute. Moreover, he with the intention of exercising vigi- There is a dedication about assuming we 
they were taken hold of by the chan- lance in supervising the conduct of the _ the position of trust officer, for not only Ki 
cellors, while the common-law judges company’s business. Though he may does the work call for specialization, as It 
were busy partly enforcing and partly be generous in his private affairs, he the tasks of any department of a bank ff you 
circumventing the Statute of Uses in ill be careful even to the point of may do, but, because of its fiduciary ff futur 
real property matters. Gentlemen, you parsimony in the expenditure of public character, the position is set apart quite ff tualit 
wear about you not the armor of the money, and he will possess to a marked noticeably from the furious life of com- are, 
Common Law, but the graceful and degree that nice and unheated judg- merce which is carried on within the Jn tl 
multicolored mantle of Equity. I do not ment which, in the nineteenth century, same walls. vanté 
pr wer: i. SS es SS hee, your office has illustrious ante- ff P° 
simply state that if you would re- man.” q omg , engin trust 
joice in the nobility of your progenitors , , a o ae Se ee a 
He performed his duties as trustee honorable one, one to which a man wi 
you must look to the great masters of . : % ean : soy cas, Moped 
Equity. There is a certain romance in without compensation, and often with- may devote his working life with satis: 4 
bare expenses. He served on the faction. Honor is given to a position — 
the struggle between Common Law, the _ . i h q h n 6 , P __. Mnever 
champion of feudalism, and the pro- committees which render so much un- largely because the office imposes grave fos 
tagonist of trusts, Equity. recompensed service to British govern- responsibility. There are decisions to rr 
d very likely he served in be made which call for good conscience, th 
What of the trustees? Who were they aie = y y : 8 of th 
who carried out the offices, in a simpler arliament too. reflection and _ resoluteness. 
world, which you execute in one infin- By the middle of the nineteenth cen- One may hold a position of lesser On 
itely complex? Someone has said that tury, the corporate trustee had branched honor by declining to accept such re: bring 
the eighteenth century trustee was typi- out from its original place as an ad-  sponsibilities. hono1 
field by Sir Roger DeCoverly. You re- junct to some life insurance companies. You have not only the duty of taking keeps 
call that aristocratic, slightly eccentric The growth of commerce, the expansion care of the property of others, but also, posed 
and strongly opinionated square de- of banking, the multiplication of cor- frequently of making effective the ” be 
scribed by Joseph Addison. So lovable porations, and the whole complexity of — wishes of those whose voices are silenced J* J& 
was he despite his biases and so typical modern commercial and industrial life and whose hands no longer can pen a §" 
of his caste, that Addison, when in had, by a century ago, made the cor- changing word or initial an alte~ing beside 
failing health, had to put him to a_ porate trustee a settled, though young, figure. For them you act. Often no ‘train 
beautiful death, lest imitators carry him institution of American life. The pro- doubt, smiles from a beneficiary wuld thems 
on. fessional trust officer began to appear reward your departure from duties « cle- they 
on the scene; a new vocation had gated by the dead, whom in life you those 





In address to Trust Division, California Bankers of il 
duscdietion, Bie Feenciees, April 11. emerged. Here was a man who, though may not personally have known. But Sl 
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trust is trust, and when the officer 
ho ors the faith placed in his institu- 
ti). he honors himself, no matter what 
feiing of disappointment he may have 
caused to others, or even have felt 
himself. This is but one instance of that 
solemn duty which is called fiduciary. 
You cannot, in an inquiry as to your 
occupation, even state it, with its sig- 
nificant word “trust,” without telling 
that you carry the burdens of imposed 
faith. The clients cannot trust your in- 
stitution without placing their confi- 
dence in you. 


— and the Pursuit of Knowledge 


The responsibility that accompanies 
the making of decisions often involves 
a resolving of a critical problem in a 
quietly dramatic way; but there is a 
continuing responsibility of equal though 
less striking import: the unremitting 
pursuit of knowledge in the multifarious 
fields in which you must be versed. Law, 
economics, accounting, finance, banking 
— these are but a few of the subjects 
upon which your information must be 
current and in which you must be able 
to arrive at the closest approximation 
to exactitude of which those subjects 
will admit. To this knowledge you must 
add such traits of personality as will 
give assurance and ease to your clients. 


It has struck me rather forcibly that 
you must apply your skills into the 
future and endeavor to foresee even- 
tualities that may affect the estates that 
are, or are about to be, in your charge. 
In this respect, the judge has an ad- 
vantage over you. For the most part, 
he need look only to what has hap- 
pened. If a contract is ambiguous, or a 
trust instrument nebulous, he takes the 
case under the facts that have devel- 
oped. He scolds deceased draftsmen for 
their shortcomings, for he himself need 
never anticipate the unlikely. The trust 
oficer is scholar of the past, executive 
of the present, and pious clairvoyant 
of things to be. 


On 
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honor 
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aspect of the trust officer’s life 
him both responsibility and 
secrecy. We respect the man who 
he confidences professionally re- 
n him. He has a certain burden 


to bee» by his silence. I sometimes tell 
a jur when first admonishing them 
not te 


talk of the impending case, that 


beside. obeying the law by their re- 
‘train’ and making things easier for 
hems. ves when they do deliberate, 
hey ill have gained the respect of 
those 


t home by carrying the burden 
of sile ce, 
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Taxes — A Matter of Benefit 


There is hardly a propitious time of 
year in which to praise taxes. But the 
trustee is, in a sense, trustee for the 
governments — state, federal and local 
— in the matter of payment of taxes, 
and he may take pride in performing 
that office. This is not to say that the 
trust officer should not use those lawful 
means which will minimize the taxes 
of trusts, consistently with the other 
plans of trustors. Indeed, it is usually, 
if not always, his duty to point out and 
even legitimately to devise, tax savings. 

But when the ultimate is reached, and 
a certain tax remains inescapable, all 
is not lost. When the tax-paying check 
is sent it is on its way to provide for 
our national defense, for schools and 
prisons and libraries and state hospi- 
tals. | mention it because in literature 


which I see from trust companies, 
emphasis is placed — and | do not 
doubt, rightly so — on means of be- 


queathing or creating powers of ap- 
pointment in order to minimize taxes. | 
suppose this is inevitable. Surely a 
trust company could not lead the public 
to believe that it was vying for the lead 
in tax payments. 


Yet I am not sure that a climate of 





a 


satisfaction cannot be, and probably is, 
brought about; that the client cannot be 
content that he has paid no more than 
his fair share, but no less either. Also, 
the trust officer himself should say “well 
done” to himself and his colleagues, not 
only when they have effected a deserved 
saving of taxes, but also when, no fur- 
ther saving being possible, they at least 
make a virtue of necessity, and give as- 
surance and satisfaction to their clients 
in this important matter. 


For Charity — and Youth 

Surely one of the most gratifying 
tasks of the trust officer must be the 
administering of estates for charities, 
and the handing over of eleemosynary 
gifts. It happens that I have supervision 
of a trust which distributes funds from 
one of the race tracks for veterans’ af- 
fairs. It is easy to feel that the distri- 
bution is the result of one’s own lar- 
gesse. One can get a glow of benevo- 
lence from giving away the money of 
others, and can easily appropriate to 
himself the expression of thanks of the 
recipient of another’s bounty. 

There is, however, an occasional con- 
sultation with a client which leads to 
a charitable disposition of funds, with- 
out unwanted intrusion of the trust off- 
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cer’s own desires, without compromising 
of his bank’s position, without injustice 
to natural objects of the client’s bounty, 
but with much gratification on the part 
of the trustor. The quiet approval, or 
even modest encouragement, given by 
the trust officer to such dispositions may 
become a source of mutual satisfaction. 


Another opportunity for generosity, 
and the gratification which it brings, 
belongs to men in your position; ihe 
training of younger men. Training them 
not only as required by the strict per- 
formance of duty, not only as will be 
of service to the institution or to your- 
selves as their superiors, but training 
them with fullness of spirit, with en- 
thusiasm, with open hand, open mind 
and open heart. 


This is something denied to a judge. 
He may train young lawyers in ihe 
sense of exacting from them compliance 
with the discipline of their profession. 
Sometimes he may offer advice when 
the battle is over; but he cannot take 
part in their daily professional lives. 
And he knows not who will be the 
judges of the future. I realize that the 
training of a junior is sometimes ihank- 
less. Occasionally the junior may repay 
kindness by taking away something 
from his own mentor, but these are ihe 
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very things which make it a generous 
act for the senior to venture the role 
of teacher. And if sometimes there is 
ingratitude it is far overbalanced by the 
times when your juniors, gradually mov- 
ing to the desks you once occupied, say 
to themselves and to their families: 
“There is my teacher; an_ unselfish 
man.” 


All Are Trustees 


When I enter any San _ Francisco 
bank, I am likely to go a bit out of 
the way to walk past the desks of the 
trust officers, because there I usually 
receive a friendly wave from a law 
school companion or from someone 
with whom, as a lawyer, I had some 
contact, or with another who has been 
a witness in the court. My eyes travel 
from one now nearing the age of re- 
tirement a few feet away from the desk 
at which he labored when I saw him 
first, to the young man who looks upon 
the road ahead as long, little knowing 
of the speed with which he will traverse 
it. At one desk, an officer is studying 
an estate in that constant review which 
makes corporate trusteeship so depend- 
able. At another sits a widow, bravely 
making the adjustments necessitated by 
living within resources no longer con- 
stantly replenished. At a third, a man 
of at least moderate success is talking 
of the future when his work will be 
over. 


Trustor, trustee, beneficiary — ll 
are trustees, for a short time, of some 
of the world’s goods. The bank or trust 
company’s years roll on and its gains 
in reputation and in volume of business 
mount with the passing decades; fam- 
ilies become its clients through succeed- 
ing generations, youthful beneficiaries 
attaining the age for vesting of estates, 
serving their own stewardship, and if 
all has gone well, themselves playing 
the role of trustor and testator. 





A judge, perforce, must judge all 
manner of things in his daily life — 
men and motives much more, indeed, 
than covenants and conditions. He must 


give his findings, conclusions, and judg. f 
see, even f 
though the subject matter of the case is f 
new to him. So I have presumed ioday f 
to give my judgment, and as judges do, F 


ment for all the world to 


to insist that others should agree with 
it, that the vocation of trust officer js 
one of supreme confidence, excellent 
service to the community and very high 
honor. 

A AA 


CORRESPONDENCE 


(Continued from page 776) 


I believe that the general conclusion 
to be drawn from studies such as those 
referred to herein is that common stock 
investment is the most effective readily 
available medium for the preservation 
of purchasing power of retirement 
funds. 

John F. Fralick 
Assistant Trust Officer 
National Bank of Detroit 
Detroit, Mich. 
August 26, 1958 


For Trust Committee 
With respect to subscribing to Trusts 
AND Estates for our directors: The 
members of our Trust Committee re- 
ceived the copies I got from you previ- 
ously with great interest and have re- 
quested that the bank subscribe to the 
magazine for them. I include herewith 
a list of names and addresses of these 
eight men and would appreciate your 
entering a subscription for them im: 

mediately. 

- Channing W. Daniel, Jr. 
Trust Officer 
Citizens Bank & Trust Co. 


Charlottesville, Va. 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


FIVE PENSION QUESTIONS MANAGEMENT ITSELF SHOULD ANSWER 


HE AMERICAN EMPLOYER, IN OUR 
geen is far too ready to dele- 
gate responsibility for deciding what 
form his company’s (non-union) pen- 
sion plan should take. It would probably 
be correct to say that the great majority 
of non-union pension plans in this coun- 
try were designed according to the cur- 
rent views of pension consultants, insur- 
ance companies, or corporate trustees 
at the time they were established and 
that management only expressed its opin- 
ions strongly when it came to the ques- 
tion of costs. Stated another way this 
means that whereas managements have 
implicitly fixed the levels of their bene- 
fits they have had far too little say in 
the type of benefit schedule they would 
prefer for their companies’ employees. 

Many of our colleagues who agree 
with this view probably feel that it is 
fortunate that this state of affairs ex- 
ists. Otherwise the benefit schedules 
which already appear to be numerous 
enough would proliferate enormously. 
Even if this were so we still believe that 
management should impose its will on 
us consultants and overrule us when we 
propose schedules and formulas that are 
convenient actuarially but do not achieve 
management’s objectives. 

But if management is to formulate its 
own pension objectives when establish- 
ing or amending a plan it should have 
a list of key questions to which it must 
supply the answers. The purpose of this 
article is to provide such a list and give 
some hints as to how they might be 
answered. 


Question 1. What class of employees 
should the plan benefit? By this we 
mean what class of employees should be 
eligiile to receive a monetary benefit 
under the plan. For example, the com- 
pany might wish to limit coverage to 
salaried employees — if hourly-rated 


€mpioyees were already provided for 
und: a union-negotiated plan or were 
like!; to be in the near future. Or the 


com any might be thinking in terms 
of « pension plan for employees earning 
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over $4,800 a year — and this can 
nearly always obtain Treasury approval. 
Or it may wish to benefit only those em- 
ployees earning over $7,500 or even 
$10,000 a year — which can be achieved 
tax-deductibly with greater difficulty.* 


Question 2. What contingencies should 
call for benefit payments? In general 
there are three contingencies to be con- 
sidered, namely, incapacity for further 
useful work, death in the service of the 
company, and severance from the com- 
pany’s employ. The main purpose of a 
pension plan has often been thought to 
be the provision of a living income for 
the employee who reached age 65 in the 
company’s service and thus became eli- 
gible for social security — if only he 
were to retire. But a more objective 
line of thought has recently replaced 
this limited approach. It is now realized 
that the problem is to make provision 
for the employee who has rendered the 
company good service and who is un- 
able to continue to do so. Age 65 now 
only occurs as a factor for consideration 
because it is the first age at which the 
employee can automatically draw social 
security. And age 50 has to be remem- 
bered as the first age at which a “totally 
and permanently disabled” individual 
becomes eligible for his (full) social 
security benefit. Broadly, then, the trend 
has been to grant “incapacity” pensions 
from age 50 and “employee option” 
pensions at age 65. But we think that 
“incapacity” pensions will gradually be 
granted at younger and younger ages. 

The provision of in-service death 
benefits is, of course, very common in 
insured pension plans} but their intru- 
sion into self-insured plans is of rela- 
tively slow growth. However an in- 
creasingly popular development is the 
provision of an automatic widow’s pen- 
sion of one half the amount the hus- 
band would have received if he had 


*See the July issue of this column. 

7Of the 23,640 insured pension plans 15,350 are 
“individual policy’? plans and the vast majority of 
these contain in-service death benefits. 


been retired for disability instead of 
dying. This type of in-service death 
benefit is a “natural” for a self-insured 
plan and its additional cost is often 
about the same as that of the regular 
death benefit included in an “individual 
policy” insured plan. 


Finally, we mention that although 
many of the smaller companies are still 
providing a minimum of severance bene- 
fits (“vested rights”) the trend is slowly 
but surely towards greater and greater 
generosity in this respect. 


Question 3. How many years of serv- 
ice should be required for benefits to be 
payable? Companies will, no doubt, 
have very different views on this mat- 
ter. It will be remembered that in many 
union-negotiated plans disability pen- 
sions first become payable after 15 years 
of service. But the tendency is for this 
period to shorten and for recognition 
to be taken of the fact that the disabled 
employee will not be entitled to social 
security until he is 50. This means that 
in the interim the company pension has 
to be larger than its ultimate after-age- 
50 figure. 

As regards death benefits, the “indi- 
vidual policy” plan almost invariably 
allows for them after three or five years, 
although shorter periods are fairly 
common. But group life insurance is 
now usually granted after a very short 
or non-existent “waiting period” so it 
may be seen that employers are not of 
one mind about in-service death bene- 
fits. In our view management should 
carefully integrate its disability pen- 
sions with its in-service death bene- 
fits; the “waiting period” for both these 
types of benefit should, we believe, be 
the same; after all “total and perma- 
nent” disability is at least as serious to 
the family concerned as the death of the 
breadwinner. 

Severance benefits have been fairly 
frequently granted after 15 (or 20) 
years of service and the attainment of 
age 55 (or 60). Shorter periods of 
years and lower ages are, however, be- 
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coming more common and this is a 
point on which management should be 
deliberate, remembering that it is easy 
to provide more generous benefits by 
amendment at a later date. 

Question 4. When should an em- 
ployee have a 50% pension? We be- 
lieve that nearly every company that 
intends to establish, or has already 
established, a pension plan would agree 
that the “really long service” employee 
should receive a total pension, including 
his primary social security, of about 
50% of his pay at (or near) retirement 
date. We admit, however, that company 
opinion is divided on how this (rough) 
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iladelphia... 


years of experience 
and service to 
our customers 


consecutive years 
of dividends to 
our shareholders 


50% should be computed since some 
pension formulas are based on “career 
average” compensation and thus achieve 
the 50% of “final” pay indirectly. But 
the actual formula to be used is, we 
think, a matter for the report (see Ques- 
tion 5) and all that management should 
make up its collective mind about on 
its own is: after how many years of 


service should the employee be entitled 
to a 50% pension if retired by the com- 
pany (or if he retires on his own at 
age 65)? 

It should perhaps be added that in 
our opinion the company portion of an 
employee’s pension should be strictly 
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MORE THAN ONE BILLION, SEVEN HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 


proportional to the number of yeers 
of his continuous service there. For ¢x- 
ample, if the company decides that te 
50% level should be achieved after -() 
years’ service and if, for an employ 2 
with a given salary, 4/5 of that 50 | 
were payable by the company, then if 
an employee with the same salary were 
retired after 20 years’ service his coin- 
pany pension should be 2/5 of the 507 
figure. 


Question 5. Who should be con- 
sulted? It seems to us that once man- 
agement has made up its mind about 
the answers to the four preceding ques- 
tions it has only two things left to do: 
namely, to nominate an actuary (or an 
insurance company) to work with its 
lawyer in drawing up a detailed plan, 
and to appoint a trustee (or insurance 
company) to look after the fund. The 
actuary’s job is to “cost” the plan man- 
agement wants and to produce a draft 
plan for the company’s counsel. The 
trustee’s function is to invest the funds 
entrusted to its care and to pay out 
benefits as they become due. The ex- 
tent of the investment authority given 
to the trustee will depend on the com- 
pany’s confidence in the investment abil- 
ity of the trustee and on the investment 
skills of its own board of directors. 


It may seem strange that nowhere 
among the foregoing questions have we 
said that management should decide on 
what it can afford to pay for a pension 
plan. The reason for this is that we do 
not think that this is the proper way of 
going about planning a pension pro- 
gram. In fact we can state categorically 
that unless a “young” company accepts 
a long-term commitment of at least 5% 
of annual payroll for a (salaried) pen- 
sion plan its benefit schedule is so low 
that it would probably be better off with- 
out a plan at all. The corresponding 
figure for an “old” company is 3%- 
10%. In other words, we think manage- 
ment should answer the first four of ihe 
above five questions neither over- nor 
under-generously and then refer these 
answers to their actuary to see if their 
objective has to be modified here and 
there for financial reasons. 


AAA 


@ 118 student bankers attended the 
sixth annual Illinois Bankers Associa 
tion School for the Development of Jun- 
ior Executives. The school ran Septem: 
ber 2-12 on the campus of Souther! 
Illinois University of Carbondale. ‘“ifty 
per cent of the first year students, and 
70% of the upperclassmen, are of! cers: 
The 62 first year students averagec fivé 
years’ banking experience, 
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| THIRTY-YEAR ° MINORITY" 


for Ki e against Penpetuities 


HE RULE AGAINST PERPETUITIES 
7 ee in accordance with the 
needs of modern estate planning, read 
as follows: “No interest is good unless 
it must vest, if at all, not later than 
thirty years after some life in being at 
the creation of the instrument.”? 


In other words, the “twenty-one year 
rule,” with reference to the rule against 
perpetuities, should become the “thirty 
year rule.” The principal is equally ap- 
plicable to the rule against accumula- 
tions. 

With regard both to perpetuities and 
accumulations, age thirty (possibly even 
thirty-five) is today’s schematic equiva- 
lent of age twenty-one centuries ago.” 
Accordingly, it will be useful to consider 
some of the positive advantages of the 
proposed “thirty year rule.” 

This proposal is not in conflict with 
the judicial preference for early vesting. 
As a matter of psychology, family needs 
and sound estate planning, it is usually 
natural for a testator to prefer near, 
rather than remote, beneficiaries. Never- 
theless, there are numerous instances 
where the testator or settlor does desire 
to delay final vesting and distribution 
as long as possible. In cases of this kind, 
it is today’s “financial minority” or “in- 
vestment minority,” i.e. the period of 
youth and immaturity prior to age 
thirty, which should govern, rather than 
the period prior to twenty-one, which 
had its roots back in the Middle Ages. 
Needless to say, fiduciaries will receive 
additional compensation as a result of 
the prolongation of the period of the 
rule against perpetuities, but these addi- 
tions! revenues will be well earned, since 
they will be in consideration not only 
for ervices performed but for a more 
ade: uate satisfaction of clients’ wishes 
inr zard to estate planning. 

\\ ere children are the beneficiaries 
of stamentary trusts, it is customary 
to! ve distribution at such ages as 25, 
30 35. Often distribution is made in 


— 


_ 4. -pted from Gray, The Rule Against Perpetui- 
ties h Ed., 1942) 191, with “thirty” substituted 
for enty-one.”’ 

1, An Attack on the “Twenty-One Year 
18 Md. L. Rev. 34 (1958). 
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S. RAYMOND DUNN 


installments at these or other selected 
ages. However, if distribution is to be 
made to grandchildren upon termination 
of the trust, it will be necessary to have 
a “cut-off clause,” in order to prevent 
a violation of the rule against perpetui- 
ties. The frequent result is that at least 
one final payment must be made to a 
person only twenty-one years of age. 
Often there will be situations where, at 
the time the youngest grandchild 
reaches age 21, he will have brothers 
and sisters aged, say 22, 23 and 25. The 
trend of recent estate planning has been 
away from such premature pay-outs with 
reference to children. By the same token, 
the trend should be away from such pre- 
mature pay-outs to grandchildren. 


A plan contemplating distribution in 
instalments is dedicated not only to 
greater maturity in age, but also to 
gradual familiarization with the handl- 
ing of large sums of money. The finan- 
cial experience following the receipt of 
the early instalments prepares the re- 
cipient for a wiser handling of later 
instalments. 


The for premature and 
abrupt pay-outs, which are at variance 
with contemporary procedure, could be 
eliminated insofar as prematurity is con- 
cerned—and, regarding the abruptness, 
reduced at any rate—by an appropriate 
statute. Age twenty-one could be changed 
to thirty, with regard to perpetuities,® 
as well as accumulations. The “cut-off 
clauses” would then follow the statute. 
And the testator’s estate plan or scheme 
would be more effectively served. 

In most instances, final distribution to 
children (rather than to grandchildren) 
would be preferable. But, where the 
estate is large enough, or for any other 
valid reason, the testator does desire 
that the trust estate be held open for 
another generation and that the final 
distribution be made to grandchildren, 
such a testator is entitled to have an 


necessity 


3Wis. Stat. (1955) secs. 230.14, 230.15 and 
230.23. Sec. 230.15 provides: ‘‘Limit of suspension. 
The absolute power of alienation shall not be sus- 
pended by any limitation or condition whatever for 
a longer period than during the continuance of a 
life or lives in being at the creation of the estates 
and thirty years thereafter .. .’’ 





The recent modifi- 
cation of the New 
York Rule against 
Perpetuities (see 
April issue, p. 391) 
makes: Mr. Dunn’s 
proposal especially 
timely. The author, 
a Phi Beta Kappa, 
received his A.B. 
from Johns Hopkins 
in 1933, and LL.B. 
1933. He also has 
from the University of Nancy 





from Maryland in 
diplomas 
(1931) and the University of Paris (1932). 
Mr. Dunn is currently a practicing attorney 


in Real 
at Mount 


in Baltimore and an_ Instructor 
Property and Future Interests 
Vernon Law School. 





adequate, up-to-date estate plan, afford- 
ing maximum protection to the grand- 
children themselves, as well as to the 
testator’s own wishes. Twentieth century 
standards of distribution, founded upon 
adequate consideration for maturity, for 
gradualness and for the resultant acqui- 
sition of experience on the part of the 
ultimate beneficiaries, are as applicable 
to grandchildren as they are to children. 
It is time for this inconsistency, this dis- 
crimination between generations, to be 
eliminated. 

The “thirty year rule” will be even 
more beneficial with regard to living 
trusts. In living trusts, unlike testa- 
mentary trusts, the running of the rule 
against perpetuities begins, not at the 
time of the settlor’s death, but at the 
time of the execution of the deed of 
trust,* with certain exceptions, such as 
a revocable trust® where the power of 
revocation remains unreleased, the 
period of perpetuities usually starts to 
run from the date of the instrument. 
This presents two great disadvantages: 

(1) Since many more wills are 
drafted than deeds of trust, estate 
planners and draftsmen are often 

“will-minded,” rather than “living- 

trust minded.” Consequently, the es- 

tate plan is apt to be predicated upon 
the erroneous assumption that all the 


settlor’s children will be lives in being 
at the creation of the interest. How- 


4Ryan v. Ward, 192 Md. 342 (1949). 


5Mfgrs. Life Ins. Co. v. von Hamm-Young Co., 
34 Hawaii 288 (1987). 
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ever, it remains possible for the testa- 
tor to have subsequent children who 
would not be lives in being at the 
time of the creation of the trust. 

(2) The period permitted under 
the rule is considerably shortened. 
Hence, there is apt to be a larger 
number of young, immature grand- 
children at the time of final distri- 
bution. Likewise, opportunities for 
gradual education and experience in 
the handling of money are consider- 
ably reduced. 


Unfortunately, the “thirty year rule” 
cannot offer a cure for the first danger. 
It will not serve as a panacea for poor 
planning and draftsmanship. But it can 
take many a living trust out of a strait 
jacket, so to speak. A more ample period 
of time will become available. The 
pressure of time will not be so acute. 

The scope of this will be considerable. 
The insurance trust, for example, is a 
form of living trust. There are many 
excellent reasons for creating living 
trusts, and they deserve a more adequate 
period of time. The adoption of the 
“thirty year rule” could be a noteworthy 
contribution to an increase in the prac- 
ticality, flexibility and popularity of the 
living trust. 

Lastly, the importance of the avail- 
able benefits, from the standpoint of the 
rule against accumulations, should not 


be overlooked. This is especially true of 
jurisdictions, such as New York, where 
accumulations are, for the most part, 
limited to an actual minority. Other 
jurisdictions, including Pennsylvania 
and Illinois, take stands somewhere be- 
tween the common-law period of the 
rule against accumulations (analogous 
to that of the rule against perpetuities) 
and the New York rule. In all jurisdic- 
tions, the “thirty year rule” would be 
helpful. 


In ali events, minors are entitled, with 
reference to accumulations, as with per- 
petuities, to the full protection of the 
period of their “financial minority,” 
their “investment minority.” That pro- 
tection should be in accord with con- 
temporary requirements. 

A minor is a minor, financially speak- 
ing, until age 30. 


A A A 


Estate Planning Council 
Activities 
South Bend — The following officers 
have been elected for the 1958-59 year: 
Pres. — A. H. Swedeen, life under- 
writer; Vice Pres. — John M. DiGann, 
vice president and trust officer, First Na- 
tional Bank, Mishawaka; Sec. — John 








Carey, attorney; Treas. — Robert Green, 


C.P.A. 
Cleveland — The Life Insurance Trust 


Council has changed its name to the 
Estate Planning Council of Cleveland. 
Newly elected officers are: Pres. — 
Laurence W. McDougall, agent, Mutual 
Benefit Life Insurance Co.; Vice Pres. — 
Russel E. Vunderink, vice president, Na- 
tional City Bank; Treas. — Robert K. 
Clark, C.L.U., New England Mutual Life 
Insurance Co.; Sec. — K. V. Nicola, 
attorney. 


Lubbock — The South Plains Trust & 
Estate Council recently elected as presi- 
dent E. W. Smith, vice president and 
trust officer, Citizens National Bank. 


Tyler — The By-Laws have been 
amended to extend membership to pro- 
fessional groups in neighboring East 
Texas communities. The current mem- 
bership of approximately 100 is expected 
to be substantially increased. Newly 
elected officers are: Pres. — Oscar H. 
West, Jr., Great National Life Insurance 
Co.; Vice Pres. — Will Mann Richard- 
son, vice president and trust officer, Cit- 
izens First National Bank; Vice Pres. — 


Willis Jarrell, attorney; Sec. — Marvin 


Brown, Southwestern Life Insurance 


Co.; Treas. — John H. Justice, C.P.A. 

















When your client has interests in Illinois... 


NORTHERN 


Northwest Corner 


La Salle and Monroe Streets 


Chicago, Illinois * Financial 6-SS500 
New York Representative: 15 Broad St., N. Y. 


MEMBER F.D.1.C. 


. .. you can refer him to The Northern Trust 
and be assured his affairs will receive immediate, 
individual attention. Our Trust Department 
staff possesses the broad experience and com- 
plete facilities required for the proper manage- 
ment of securities and real estate. Our services 
as executor, co-executor, trustee, and co-trustee 
have been employed by thoughtful lawyers and 
their clients since 1889. 

Learn how The Northern Trust can help you 
serve clients who have interests in [Ilinois. 
Write today for full information. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 

“A matter of trust...” in an ad of 
First National Bank, Fort Lauderdale, 
intrigues the reader by the picture of 
two baby kangaroos riding in their 
mother’s pouch. The text points out that 
“Security is more than what you have 
in your pocket. It’s consideration for the 
protection and future welfare of your 
family. Is your estate in the hands of 
an executor experienced in trust ad- 
ministration?” 

“Joint ownership may disinherit your 
children” states an ad of First National 
Bank, Akron. Picturing a typical Amer- 
ican son and daughter, the text explains 
that after the owner dies, his property 
will go to his wife. If she marries again, 
repeats the joint ownership arrange- 
ment, and dies before her second hus- 
band, that husband — and not the chil- 
dren of the original husband and father 
— will get the estate. 

“A word to the wise employer” titles a 
Union Trust Co., St. Petersburg, ad de- 
scribing a pension and profit sharing 








A word to the wise employer...about profit shoring and pension plans. 











seminar to be sponsored by the trust 
company, and invites the reader to regis- 
ter. The ad is long enough to tell some- 


_ thing about the growth of such plans, 


the advantage of having them trusteed, 
and to give the qualifications of the con- 
sultants who will join in presenting the 


» program. 


“Will your family inherit your estate 
- . or just the pieces?” inquires Fort 
Worth National Bank in a recent ad. II- 
lustrated by a drawing of a house cut 
up for a jigsaw puzzle, the text empha- 
sizes that the “comfortable estate” the 


» Teader has built for his family can be 


saved from becoming a “confusing puz- 


Z| 'y means of a “well-planned legal 
wi 


Tie first advertisement in the national 


| Program of the Foundation for Com- 


mer: ial Banks pictures a family moving 


‘into a house in a community new to 


then 


ican, 


Commenting on the 20% of Amer- 
“on the move” every year, the ad 
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stresses the “family bank” and its abil- 
ity to help one get established in a new 
town. It is believed that trust department 
ads will be included in this series later. 


Forums 


First National Bank, Minneapolis, 
will sponsor its 11th Women’s Forum in 
a six session series beginning October 
13. The topics covered will be: Life In- 
surance and Social Security, Investing 
in Real Estate and Mortgages, Wills 
and Estates, Investing in Bonds and 
Preferred Siocks, Investing in Common 
Stocks and Investment Trusts, and Self- 
Confidence: The Basis of All Family Fi- 
nancial Planning. Since First National 
ran its first forum in 1949 the total at- 
tendance of women has exceeded 6,000. 
Capacity enrollments continue and the 
bank reports that the end of the forum 
series “is nowhere in sight”. Each forum 
session is presented twice — at 10:00 
a.m. and 7:30 p.m. of the same day — 
for the greater convenience of regis- 
trants. Each session runs for 90 minutes 
of which the last 30 are for general dis- 
cussion. 

A money management course for wo- 
men is currently being sponsored by 
Boulevard National Bank, Chicago. On 
successive Mondays the course covers: 
How to Plan Financial Independence; 
Saving Techniques; The Place of Real 
Estate; Life Insurance; Investments 
Paying a Fixed Rate of Return; Invest- 
ments — Dependent Upon Success of 
Business; and Investment Plans. Presi- 
dent O. P. Decker, who gave the last 
lecture, was the only speaker from the 
bank staff. 

The First National Bank, Blooming- 
ton. Ind., recently completed its first fi- 
nance forum for women, held on four 





reading, “Is 
your will up to date? See your attorney and 


Thirty triangular reminders 
our trust department” in the lobby and on 
executives’ desks at San Diego Trust & 
Savings Bank have brought many customer 
inquiries and “thank yous.” The bank works 
closely with some 600 lawyers. It has do- 
nated $5,000 for the San Diego County Law 
Library’s section on Estates, Trust and Tax- 
ation, and notifies attorneys of new publica- 
tions received. Above, George A. Lazar, Jr. 
(left), vice president of the San Diego Bar 
Association, and Thomas W. Sefton, execu- 
tive vice president of the bank, discuss re- 
sults of the will reminders. 





successive Wednesday afternoons. The 
topics covered were: Life Insurance and 
Social Security; Investments; Real Es- 
tate and Mortgages; and Wills, Trusts 
and Estates. All speakers were from out- 
side the bank, the final topic being pre- 
sented by George Eggleston, trust officer, 
Indiana National Bank, Indianapolis. 


Memo to Commercial Officers 


One of the regular memos sent from 
the trust department of Third National 
Bank, Nashville, to the commercial off- 
cers is reported below as an example of 
imagination in developing an unusual 
subject for potential trust business. 

Under the heading, “What If The 
Loan OQOutlasts The Borrower?”, the 
memo draws attention to estate prob- 
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lems which may arise with the death of 
the borrower. The bank may be pro- 
tected from monetary loss by insurance, 
but the loan officer has here a good op- 
portunity to render a valuable service 
to the borrower, his executor, family 
and former associates. 

The following questions are then 
listed, with from one to four paragraphs 
of comment on each by way of answer: 

1. Has the borrower made a will? 

2. Has the will been checked in the 
light of recent changes in tax laws? 

3. Who will be the executor? 

4. Will the executor be expected to 
pay this loan out of operating income? 

5. Are the available liquid assets 
and life insurance payable to the estate 
sufficient to satisfy the loan? 

6. Would the bank be willing to 
extend further credit to the estate or 
to the beneficiaries? 

7. If the bank were appointed ex- 
ecutor, would it be willing to extend the 
credit needed for operations and taxes? 

8. Would the bank as executor have 
specific power under the will to lend 
its own funds to the estate? 

9. Has the executor given 
specific authorization to continue ihe 
operation of the business at the risk of 
the estate? 

10. Does the executor have specific 
power to sell ihe business? 

11. Are potential purchasers named 
as executors? 

12. If the business is a partnership, 
is it to be dissolved or continued? 

13. Is there a buy and sell agree- 
ment or option? 

14. What will be the approximate 
estate and inheritance tax liability? 

15. From what source will estate and 
inheritance taxes be paid? 

The Memo then concludes as follows: 
“The record clearly indicates that the 
amount of thought and energy devoted 
by men to the creation of estates far 
exceeds that spent by them in planning 


been 





New building of Na- 
tional Bank of Alaska, 
Anchorage. Painting in 
the trust department 
(insert) is an original 
Sidney Lawrence. 














the conservation of those estates for the 
purpose for which they are primarily 
intended: protection of the breadwin- 
ners family, along with his interests 
and projects, against the contingency of 
his disability or death. The loan officer 
who consistently seeks to bring the need 
for such planning to the attention of his 
borrowers will win their lasting grati- 
tude along with that of their families 
and associates; and he will broaden 
and strengthen the lease of that particu- 
lar segment of the economy from which 


his bank draws its sustenance. 
A A A 


Trust Business in Alaska 


Currently most of the trust business in 
Alaska is being conducted by First Na- 
tional Bank, Fairbanks, and National 
Bank of Alaska, Anchorage, according 
to R. G. Laube, assistant vice president 
and trust officer of the latter institution. 
All the national banks in Alaska have 
trust powers, he reported, in reply to a 
query from Trusts AND Estates, but 
most trust activity has been informal 
and on a part-time basis. 

First National of Fairbanks has a 
complete set of trust accounting books 
which follow the usual recommended 
procedures for small trust departments, 
but to date has not done much trust 
promotion, 
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Activity at National Bank of Alaska 
really began in 1957 with the appoint. 
ment of Mr. Laube as the first full time 
trust officer. Prior to that, he was man- 
ager of the Real Estate and Mortgage 
Loan Department. With complete trust 
books and accounting procedures, the 
bank now has 24 active trusts, five agen- 
cies, and three corporate bond trustee- 
ships. The trust department moved into 
the bank’s new building on March 24. 
An extensive program of advertising and 
promotion is already planned and a 
great period of expansion and develop- 
ment is expected under Alaska’s new 
status of statehood. 

A AA 





NEW FUND 
(Continued from page 831) 

out as the biggest fund ever offered.” 
Following its initial introduction, ihe 
fund will be offered continuously as a 
conventional mutual, but not 
through a contractual plan as its older 
sister. 


also 


Objective as noted in the prospectus 
is “to provide individuals and _institu- 
tions with a complete investment pro- 
gram in equity securities.” It is hoped 
through this medium to keep pace with 
rising living costs over the longer term. 
Appeal will be probably more to the 
younger investor as it is expected that 
the fund will produce growth of capital 
and income over the years while at the 
same time providing “current income 
at a reasonable rate consistent with ihese 
objectives.” Thus, while investment will 
be made primarily in the common stocks 
of “leading corporations,” the new 
mutual obviously will not be a so 
called growth stock fund. Its portiolio 
will differ from the stock portion o* the 
established Wellington Fund, however, 
by placing a littke more emphasi: on 
long term growth. Investment qu lity 
bonds and preferred may also be ‘eld 
at times “to provide income or °0M- 
solidate capital growth.” 
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TRUST PERSONNEL CHANGES 


CALIFORNIA 


LOS ANGELES—Allan Herrick has retired as advertising 
manager of SECURITY-FIRST NATIONAL BANK, and is suc- 
ceeded in that position by Edward Royal, New York adver- 
tising executive. 





kkk kk 


SAN DIEGO—Claude C. Blakemore 
promoted to vice president and senior 
trust officer and named operational 
head of the trust department of FIRST 
NATIONAL TRUST & SAVINGS BANK. 
Blakemore joined First National in 
1945. He succeeds Maurice A. James 
who is retiring after nearly 30 years 
of service, but who will continue on the 
board of directors and as chairman of 
the trust investment committee and on 
four other committees, 





CLAUDE C. BLAKEMORE 





SAN FRANCISCO—BANK OF CALIFORNIA N. A. appointed 
James E. Wynne an asst. trust officer, to serve as operations 
officer for the head office trust section. 

SAN FRANCISCO—Christopher T. Compogiannis, Minnis 
C. Noon and Gerard Hawkins, Jr., advanced to asst. trust 
officers at First WESTERN BANK & TRUST Co., the first two 
named at Santa Barbara and the latter at Pasadena. 


DELAWARE 


WILMINGTON—Frank R. Shippen joined the trust depart- 
ment of WILMINGTON TRUST Co. as asst. vice president in 
charge of estate planning. In estate planning work since 
1945, Shippen for the past six years has been with PHILA- 
DELPHIA NATIONAL BANK as trust officer and coordinator of 
the Philabank Plan. 


FLORIDA 


ST. PETERSBURG—First NATIONAL BANK appointed Rich- 
ard C. Kimball as trust officer. A graduate of Syracuse Col- 
lege of Law, Kimball practiced law in New York City, and 
in 1956 joined a legal firm in Tampa, where he was primarily 
engaged in estate and trust matters, federal income and 
estate taxation. 


GEORGIA 


ATLANTA—Clark Howell, Jr., promoted to assistant vice 
president of TRUST COMPANY OF GEORGIA, and will manage 


_ the Buckhead office scheduled to open this fall. Howell joined 
| the Company in 1952 and has had experience in the trust, 


bond and banking departments. 


ILLINOIS 


CHICAGO—Donald C. Miller, former chief of the govern- 
ment finance section, Board of Governors of the Federal 
Reserve System, joined CONTINENTAL ILLINOIS NATIONAL 


| Banx & Trust Co. as second vice president, to assist in man- 


agenont of the bank’s investment funds. He was previously 
assis’ ant professor of economics at U. of California. 


CHI AGO—Sgars BANK & Trust Co. named Richard J. 
Abr: \amson an asst. trust officer. 


INDIANA 


VAI “ARAISO—William E. Youngblood joined FARMERS 
Stay BANK as trust officer, replacing Orville Bucher who 
resis ed. Youngblood was formerly with Continental Illinois 
Nat’ ral Bank & Trust Co., Chicago, as tax consultant in the 
trus’ department. 7 
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IOWA 


DES MOINES—Ira L. Wright has retired from CENTRAL 
NATIONAL BANK & TRUST Co., after 30 years of service as 
a trust officer. 


KANSAS 
KANSAS CITY—Lauris G. Petersen joined Srcurity Na- 


TIONAL BANK as vice president and trust officer, having re- 
signed from LusBocK (Tex.) NATIONAL BANK. 


KENTUCKY 
MAYSVILLE—BANK oF MAYSVILLE elected James M. Finch 
president to succeed his father, J. M. Finch, recently de- 
ceased; James H. Rogers, trust officer since 1952, elected 
also a director. 


LOUISIANA 


ALEXANDRIA—At RapipEs BANK & Trust Co., Travis H. 
Hamilton named trust officer in charge of trust matters, as- 
suming Gordon L. Richey’s duties on the latter’s transfer 
to the airport division of C.A.A. in Fort Worth, Texas, as 
program officer. 

MONROE—R. C. Sparks, Jr., advanced to vice president and 
trust officer of CENTRAL SAVINGS BANK & Trust Co. 


MARYLAND 


BALTIMORE—Robert H. Wilhide became asst. trust officer 
at FIDELITY-BALTIMORE NATIONAL BANK. 
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BALTIMORE—Alexander Gordon, III, 
succeeds Robertson Griswold (deceased) 
as vice president in charge of the trust 
department, MARYLAND TRUST Co. Gor- 
don is a former president of the Cor- 
porate Fiduciaries Association of Balti- 


2 more City. 
ALEXANDER GORDON, III 





BALTIMORE—At MERCANTILE-SAFE Deposit & TrusT Co., 
R. S. Opie and George Pausch retired as senior vice presi- 
dents; Frederick E. Wurzbacher, Jr., named asst. vice presi- 
dent; and Lloyd C. Batzler elected trust service officer. 


MASSACHUSETTS 


AMHERST—Clara M. Cook advanced to trust officer at First 
NATIONAL BANK having been an asst. trust officer since 1941. 
BOSTON—NEwW ENGLAND TrRusT Co. promoted Norman C. 
Hoffman to vice president and head of the trust department 
business development division. 

WORCESTER—Richard K, Davis elected a vice president 
in the trust department of WORCESTER COUNTY TRUST Co., 
to specialize in security analysis and management of indi- 
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St. Petersburg 


RICHARD K. DAVIS 
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vidual and institutional investment portfolios. Since 1948 
Davis has been an account executive with investment firms 
of Merrill Lynch, Pierce, Fenner & Smith in San Francisco 
and New York, and Hemphill Noyes & Co., New York. He 
served as a submarine officer in World War II in the Far 
Eastern Theater, was awarded a Silver Star, and currently 
holds the rank of Commander in the inactive Naval Reserve. 


MICHIGAN 


LANSING—Robert A. Fisher named resident trust officer 
in the Lansing area, at MICHIGAN NATIONAL BANK. 


MINNESOTA 


ROCHESTER—Verol T. Anderson elected asst. trust officer 
at First NATIONAL BANK. 


NEBRASKA 


OMAHA—Elected vice presidents in addition to their present 
titles of trust officer, First NATIONAL BANK, were Varro 
H. Rhodes and W. E. Spear. Rhodes has been with First 
since 1956; Spear, 1929. 


NEW JERSEY 


NEWARK—Harold Brotherhood appointed to the new posi- 
tion of director of public relations and advertising for Na- 
TIONAL NEWARK & ESSEX BANKING Co., where he has been 
in charge of business development covering six offices in the 
West Essex area. Brotherhood joined Bloomfield Bank & 
Trust Co. in 1929 and was made assistant cashier when that 
bank merged with National Newark in 1952. He attended the 
School of Public Relations at Syracuse U. 


NEW YORK 


NEW YORK—Joseph M. O’Loughlin appointed trust officer 
of FEDERATION BANK & Trust Co. A Fordham Law graduate, 
O’Loughlin previously was with a law firm. 


NEW YORK—John W. Heilshorn, formerly assistant treas- 
urer, NEw York Trust Co., appointed asst. vice president in 
the corporate trust division. 


NORTH CAROLINA 


ASHEVILLE & CHARLOTTE—First UNION NATIONAL 
BANK of North Carolina, formed by recent merger of First 
National Bank (Asheville) and Union National Bank (Char- 
lotte), appointed R. H. McDuffie a senior vice president and 
senior trust officer; promoted Frederick L. Rodenbeck and 
E. C. Stevenson to vice president and trust officer; and 
Robert L. Ettenger to trust officer and asst. vice president. 
At Charlotte: Thomas Grant, Jr., named senior vice presi- 
dent and senior trust officer; Ernest Hunter, Jr., an asst. 
vice president and trust officer, 





ll 
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Artist’s conception of the new First National Bank building in 

Fort Worth. The open plaza and glassed in main banking floor 

will face Buck Burnett Park. Cantilevered construction of the next 

two floors will give protection from the sun. The building will 
‘be air-conditioned. 
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J. W. HEILSHORN 
New York 


V. H. RHODES 
Omaha, Neb. 


J. PHILLIP DUNN 
Philadelphia 


GASTONIA—Colonel Peter Woods Garland will become as- 
sociated with the trust department of NATIONAL BANK oF 
COMMERCE after a period of training in the trust department 
a large Charlotte bank. 


OHIO 


TOLEDO—At ToLepo Trust Co., Josiah T. Herbert was 
elected secretary and continues as asst. vice president and 
trust officer. 


PENNSYLVANIA 


PHILADELPHIA—J. Phillip Dunn named trust officer 
First PENNSYLVANIA BANKING & TRUST Co., and Samuel H. 
Hopkins and Robert C. Lawrence elected asst. trust officers. 
Fred G. Muhl retired as trust officer of the bank following 
48 years of service. A graduate of U. of Chicago Law 
School, Dunn joined the bank as an estate planning officer 
in 1956. Hopkins and Lawrence also started in 1956, as ad- 
ministrative assistants in the trust department; Hopkins 
being a U. of Pennsylvania graduate, and Lawrence a gradu- 
ate of U. of Connecticut. 


SOUTH CAROLINA 


CHARLESTON—J. Willis Cantey became assistant to the 
president, Hugh C. Lane, at CITIZENS & SOUTHERN NATIONAL 
BANK OF SOUTH CAROLINA and will be located at the Columbia 
office. Cantey previously was president of Columbia Outdoor 
Advertising, Inc., and of State Investment Co., Inc. 


COLUMBIA—William W. Godshall promoted to asst. vice 
president and trust officer, COMMERCIAL BANK & TRUST CO. 


TENNESSEE 


CHATTANOOGA—A. F. Richardson named trust officer at 
AMERICAN NATIONAL BANK & TRUST Co. 


TEXAS 


LONGVIEW—Fred Holland joined First NATIONAL BANK 
as executive vice president, having resigned as vice presi- 
dent and trust officer of First NATIONAL BANK of Fort 
Worth. 


WEST VIRGINIA 


CHARLES TOWN-—Shirley M. Hunt elected asst. trust offi- 
cer, BANK OF CHARLESTOWN. Mr. Hunt is a former Sheriff 
of Jefferson County. 


HUNTINGTON—First HUNTINGTON NATIONAL BANK ad- 
vanced W. Taylor Beard to the presidency; W. C. Given to 
board chairman (a new position); Homer Gebhardt will re- 
tire as executive vice president and trust officer the end of 
this year. 


WYOMING 


CASPER—James F. Shepherd appointed trust officer in 
charge of the trust department of First NATIONAL BANK. 
Recently trust officer of the First NATIONAL BANK of 
Dubuque, Iowa, Shepherd was formerly with the Norther? 
Trust Co. of Chicago as a tax specialist and trust ad- 
ministrator. 
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MERGERS, NEW TRUST POWERS 
& CHANGE OF NAME 


Andalusia, Ala. — The COMMERCIAL 
BANK has opened a new trust depart- 
ment under the supervision of H. G. 
Studstill, Jr., vice president, cashier and 
trust officer. 


Decatur, Ala. — MorGAN CouNTY Na- 
TIONAL BANK has changed its name to 
the First NATIONAL BANK of Decatur. 


El Dorado, Ark. — NATIONAL BANK 
oF COMMERCE has been granted trust 
powers under the Federal Reserve Act. 


Los Angeles & San Francisco, Cal. 
— Plans are under way to join FIRst 
WESTERN BANK & TrRusT Co., San Fran- 
cisco, and CALIFORNIA BANK of Los An- 
geles, to create the third largest bank in 
the State and 11th largest in the nation. 
First Western would be merged into 
California Bank, and if approved, head- 
quarters would be in Los Angeles with 
Frank L. King as chief executive officer 
and board chairman. 


Essex & Hartford, Conn. — RIVERSIDE 
Trust Co., Hartford, and BANKERS 
Trust Co., Essex, merged under charter 
and title of the former, with a branch 
at the Bankers Trust location. 

Hartford & Torrington, Conn. — Di- 
rectors of TORRINGTON NATIONAL BANK & 
Trust Co. and HARTFORD NATIONAL 
BANK & Trust Co, approved a proposed 
merger of the institutions under the 
name of the latter. Subject to stock- 
holders and supervisory approval, the 
merger would become effective about 
November 1, resulting in combined trust 
department assets of over $570,000,000. 

Dwight, Ill. — Trust powers have been 
granted to the BANK OF DWIGHT by the 
Auditor of Public Accounts of Illinois. 
Harold J. West is executive vice presi- 
dent, cashier and trust officer; Hugh 
Thompson, assistant cashier and asst. 
trust officer. 


Rockford, Ill, — THIRD NATIONAL 
BANK has changed its title to First 
NATIONAL BANK & Trust Co. All present 
officers and directors remain. 

Clarion, lowa — First NATIONAL BANK 
has been granted trust powers under the 
Federal Reserve Act. 

Des Moines, Iowa — The newly or- 
ganized SourH Des MOoINES NATIONAL 
BANK will have C. S. Johnson, president 
and trust officer, in charge of the trust 
department, with Dean Duben as asst. 
officer. 

Augusta & Rockland, Me. — DeEpost- 
ToRS TRUST Co., Augusta, absorbed KNOx 


_Counry Trust Co., Rockland, with a 
' bran: 


nh established at Rockland. 


Las Cruces, New Mex. — Trust powers 
have been granted to the First NATION- 


AL PE NK of Las Cruces. Executive vice 
pres ient and trust officer Frank O. 
Pap.» is in charge of the trust depart- 
men’ assisted by Charles N, Haner, vice 
presi ient, cashier and asst. trust officer. 
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Middletown & Newburgh, N. Y. — Na- 
TIONAL BANK of Newburgh merged into 
CouUNTY NATIONAL BANK of Middletown, 
under the latter’s name. Combined trust 
resources will be approximately $9,500,- 
000, and offices will be in Cornwall, Pine 
Bush, Port Jervis and Warwick in addi- 
tion to the aforementioned. 


Nyack, N. Y. — TAPPAN ZEE NATIONAL 
BANK has been granted trust powers 
under the Federal Reserve Act. Fred- 
erick Palmer is trust officer of the new 
trust department. 


Henderson, N. C. — Trust powers 
granted to First NATIONAL BANK under 
the Federal Reserve Act. 


Alliance, Ohio — Directors have ap- 
proved consolidation of ALLIANCE FIRST 
NATIONAL BANK and the City SAVINGS 
BANK & Trust Co. under name of FIRST 
NATIONAL CITY BANK. Preliminary ap- 
proval has also been obtained from the 
Comptroller of the Currency, and if 
finally approved by stockholders and au- 
thorities, the merger will become effec- 
tive October first, with all City person- 
nel retained. 

Langhorne & Philadelphia — PEOPLES 
NATIONAL BANK & Trust Co., Lang- 
horne, merged into the CENTRAL-PENN 
NATIONAL BANK under the latter’s name 
and charter. Stockholders have approved, 
but supervisory authorities still have to 
finalized this consolidation, under which 
Central-Penn’s offices will now number 
18. Thomas E. Coe, Peoples National 
president, will become senior vice presi- 
dent, and all other officers retained. 

Pittsburgh, Pa. — Shareholders of 
FIDELITY TRUST Co. and POTTER BANK 
& Trust Co. voted in favor of the merger 
of Potter into Fidelity Trust. Subject to 
approval of Pennsylvania Department of 
Banking and Board of Governors of the 
Federal Reserve System, the merger will 
become effective September 12, with 
Fidelity then having a total of 17 bank- 
ing offices, 

Charlottesville & Gordonsville, Va. — 
NATIONAL BANK of Gordonsville merged 
into PEOPLES NATIONAL BANK of Char- 
lottesville under charter and title of the 
latter. 
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FIDUCIARY ASSOCIATIONS 
ELECT 


Trust Committee, Arkansas Bankers 
Association: 
Chairman: J. C. Reeves, vice presi- 
dent and trust officer, National Bank of 
Commerce, Pine Bluff 


Iowa Corporate Fiduciaries Association: 

President: Albert C. Roberts, trust of- 
ficer, Central National Bank & Trust 
Co., Des Moines 


Vice Pres.: W. C. Siddle, vice presi- 
dent, trust officer and cashier, First 
Trust & Savings Bank, Davenport 

Sec.-Treas.: Ray G. Johnston, trust 
officer, Central National Bank & Trust 
Co., Des Moines 


Trust Committee, Ohio Bankers Asso- 
ciation: 
Chairman: Carmen Willits, trust offi- 
cer, Huntington National Bank, Colum- 
bus 


Trust Department Committee, 
Bankers Association: 
Chairman: E, R. Linville, trust officer, 

First National Bank of Oregon, Port- 

land 


Oregon 


A A A 
CORRECTION 


At page 715 T&E August, John L. 
Propst was incorrectly listed as chair- 
man of the Employee Benefit Plan Com- 
mittee, Trust Division, Pennsylvania 
Bankers Association. This should have 
read: John W. Thorn, vice president, 
First Pennsylvania Banking & Trust 
Co., Philadelphia. 
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EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. The magazine cannot under- 
take to answer inquiries. 

Trust operations manager, 33, twelve 
years experience, trust operations officer, 
corporate trust and stock transfer man- 
ager. Desires to relocate for better op- 
portunity. 89-6. 


Profit-minded businessman, 30, will di- 
rect medium trust department, help it 
grow and make it pay. Knowledge all 
phases trust administration, costs, sales 
and people. Specialized background in 





IF YOU ARE A 


LAWYER 


AND HAVE HAD 
EXPERIENCE IN 


ESTATE 
PLANNING 


or have specialized in matters pertaining 
to federal estate or gift taxes, you may be 
interested in this unusual opportunity 
with a professional service organization. 


The man we want has a flair for writing 
— the ability to express technical points 
in simple and understandable language — 
and a special faculty for editorial work 
which constitutes an important part of 
this challenging assignment. Will have 
some contact wtih high level bank and 
insurance executives and should have the 
social personality requisite for this activ- 
tiy. Potential for growth is important be- 
cause the selected candidate will be in 
direct line for a partnership in the firm. 
Starting salary $7800. 


Address application, including resume of 
education and work experience to: 


Box H-89-1, Trusts and Estates 
50 East 42nd St., New York 17 











estate planning and general management 
experience. LL.B, Harvard. $12,000. 89-7. 


Attorney, B.A., LL.B., LL.M. (Tax- 
ation); 3 years as pension administra- 
tor with a leading New York bank; fa- 
miliar with all phases of pension and 
estate planning. Desires responsible posi- 
tion with trust department or consulting 
firm. 89-8. 


Securities economic research as- 
sistant, 25, with two years experience 
and studies in estate planning and tax- 
ation, desires opportunity in Trust De- 
partment, 89-9. 


Attorney, 31, six years experience with 
large Mid-West trust department in 
trust administration, probate, estate 
planning, taxes, seeks position with op- 
portunity. Will relocate. 89-10. 


Assistant trust officer, 30, nine years 
experience primarily in administration 
and operations, desires position with 
small or medium-sized trust department. 
89-11. 


Man, 35, M.A., B.S., economics, Ph.D. 
requirements partially completed, with 7 
years diversified banking experience with 
supervisory agency and some experience 
as investment analyst and economics in- 
structor at University level, seeks posi- 
tion with institution in New York City 
area. 89-12. 


Attorney, 40, with general practice and 
business background, and five years ex- 
perience in trust department of large 
bank, desires greater opportunity and 
remuneration as career trustman. 89-14. 

Attorney, 29, two years experience 
with firm in general practice of law 
emphasizing tax, estate and real estate 
transactions. Desires position in trust 
administration. 89-15. 


Assistant Trust Officer, 31, with 12 
years trust banking experience, strong 
operations background, full knowledge of 
trust accounting, trust administration 
and taxes. Now desires position with 
growing bank as operations or adminis- 
tration officer. Will relocate. 88-2. 


Trust Officer with New England bank, 
desires position in South or Southwest. 
Commercial and trust experience, prefer 
estate planning and new business de- 
velopment. 88-3. 


Vice President & Trust Officer of ac- 
tive, small trust department desires 
similar position in larger department of 
progressive bank, Prefers opportunity to 
spend considerable portion of own time 
in estate planning and new business de- 
velopment. Legal and varied business 
background. 88-4. 


A A A 


© The Bank of Bermuda, Limited, has 
reported £97,992 trust department in- 
come for the fiscal year ended June 30, 
1958. This compares with £67,748 in the 
previous fiscal year. 






IN MEMORIAM 

OLIN F. FULMER, JR., president in 
charge of the trust department of Ci rt- 
ZENS & SOUTHERN BANK of Albany, 
Georgia. 

FRANK J. HARRINGTON, assistant vice 
president and trust officer of BANK or 
SoutH MIAMI, Florida. 


HENRY WADSWORTH WHITNEY, trust 
officer, City BANK FARMERS TRUST (o,. 
New York. 


ROBERTSON GRISWOLD, vice president of 
MARYLAND TRUST Co., Baltimore, and 
former president of the trust division 
of American Bankers Association. (See 
p. 794, 


A A A 


@ The New York City offices of the 
New York State Banking Department 
have moved to the eleventh floor of 100 
Church Street, New York 7, N. Y. The 
Department opened for business in the 
new quarters on September 2. The De- 
partment’s telephone number — BArclay 
7-1616 — is retained. 





TRUST MAN WANTED 


Opportunity to assume duties as Officer 
in Trust Department in bank in Southern 
New England. Investment experience de- 
sirable but not necessary. Age preferred 
30-45. Submit complete resume, photo- 
graph and salary required. All inquiries 
treated in strict confidence. 

Box H-89-2, Trusts and Estates 

50 East 42nd St., New York 17 








TRUST INVESTMENT 
SPECIALIST 


Southeastern Bank with large Trust De- 
partment needs a man experienced in 
handling investments. Give all details in- 
cluding salary desired and when available. 
Write 

Box H-89-4, Trusts and Estates 

50 East 42nd St., New York 17 








ADMINISTRATIVE 
TRUST OFFICER 


One of the largest Trust Departments in 
Houston has opening for administrative 
and operations officer. 


Box H-89-3, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST ADMINISTRATOR 


Long established independent bank in 
Santa Barbara, California’s outstan ing 
residential community, has opening i 
trust department of over 50 million as-ets 
for an additional fully bank experienced, 
personable administrative officer, in 5» t0 
50 year age area. Future potential wi’ 10 
department dependent only on der on 
strated ability and capacity. Compensa’ ‘on 
in line with experience. Submit full q: ali- 


fications. 
Box H-89-5, Trusts and Estates 
50 East 42nd St., New York 17 
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Effective Use of Multiple Trusts 


JOEL IRVING FRIEDMAN and HENRY L. 
WHEELER, Jr. Taxes, August, 1958 (4025 
W. Peterson Ave., Chicago 30; 75¢). 

Not only is the multiple trust a power- 
ful device in effecting tax savings — it 
is also shown to be a most useful instru- 
ment for achieving many and varied 
estate planning objectives. Among the 
former, the authors discuss multiple 
trusts for the accumulation of income, 
for spreading deferred compensation, for 
the receipt of capital gains, and their 
status under the five-year throwback 
rule. Under the heading “Nontax Uses 
of Multiple Trusts,” consideration is 
given to such matters as avoiding dis- 
cord among beneficiaries by creating a 
separate trust for each family unit with 
a separate sprinkling trust for each 
child and his issue. Detailed illustrations 
are given in this connection, Other topics 
include the kinds of discretion to be given 
to the trustee, powers of invasion, prob- 
lems of drafting and administration. The 
effect of proposed legislation to prevent 
tax avoidance in this area is also 
analyzed in relation to the different 
types of multiple trusts. 


Qualification of Pension, Profit-Shar- 
ing and Bonus Plans 

RAYMOND E. GRAICHEN. Journal of Ac- 

coun‘ancy, August, 1958 (270 Madison Ave- 

nue, New York City 17; $1.75). 

Qualified trusteed pension,  profit- 
sharing and stock bonus plans permit an 
employer to deduct currently, subject to 
certain limitations, the funding of bene- 
fits payable to employees at a future 
date and at the same time defer taxation 


| of the benefits to the employees until 


such time as distribution is actually 
made to them. The basic requirements 
for qualification of such plans are that 
the plan must be in writing, must be 
for the exclusive benefit of emplcyees, 
and must be intended to be permanent. 
Rulings of the Treasury Department and 
court decisions on these basic require- 
ments are analyzed here in outline and 
discussion. 


Plastic Contributions for 
anc’ Profit-Sharing 


ALVIN D. LURIE. Yale Law Journal, May, 
195° (401 A Yale Station, New Haven, Conn. 


Pensions 


$2 
The relaxed attitude of the Treasury 
Depa: nent, in the matter of its long- 


stand’) g requirement of a definite for- 


Mula sr profit contributions under quali- 
fied | fit-sharing plans, is the subject 
of ©/ensive examination here. The 
autho’ compares the various points to be 
SEPT’ iBER 1958 


considered by an employer in choosing 
between pensions and _ profit-sharing, 
prior to the establishment of a plan. He 
then proceeds to point out the ways in 
which either plan may be integrated with 
social security and the “plasticity” avail- 
able in the matter of the employer’s con- 
tributions to such plans, warning, how- 
ever, against the making of contributions 
only “at such times or in such amounts 
that the plan in operation discriminates.” 


Special and General Legacies of Se- 
curities —- Whither Testator’s In- 
tent 


JOHN C. PAULUS. Iowa Law Review, Sum- 
mer, 1958 (Iowa City; $1.75). 


Before a gift is specific the testator 
must describe securities that he owns or 
possesses or intends to acquire during 
his lifetime, and he must manifest a de- 
sire to bequeath these securities to the 
legatee. However, the strong preference 
for general legacies has caused many 
courts to go far beyond these minimum 
requisites. They often insist on a de- 
scription of the corpus of the gift with 
such particularity that it can be identi- 
fied and distinguished from all other 
property. With such stringent require- 
ments, the normal gift of “X shares of 
Y stock” is held to be general, despite 
contrary indications of the testator’s in- 
tent. Mr. Paulus has made a study of 
the classifications of bequests of securi- 
ties, as found in U.S. decisions. He gives 
careful attention to the reasoning of the 
courts with respect to such considera- 
tions as ademption, abatement, exonera- 
tion, the use of possessive words, and the 
testator’s intent in determining whether 
a gift of securities is general or specific. 


Deviation From the 
Terms of the Trust 


Distributive 


Northwestern University Law Review, 
Jun2, 1958 (Chicago 11; $1.50). 


May- 


The “overriding intent” of the creator 
of a trust is invoked in cases where a 
deviation from the distributive provisions 
is permitted. In considering requests for 
deviation the courts look into the reason 
behind the request, the nature of the 
request, the effect of deviation upon other 
interests, and settlements of family dis- 
putes. Situations involving such ques- 
tions, and the covrt decisions thereon, 
are presented here. 


What Amounts To An Exercise of 
Discretion in a Discretionary 
Trust? 

Iowa Law Review, Summer, 1958 (Iowa City; 

$1.75). 

As indicated by the title, the question 
discussed here is concerned with the time 
of vesting of a beneficiary’s interest 
when the same is subject to the exer- 
cise of a trustee’s discretion. The de- 
termination of this. question may affect 
the rights of a creditor, the assignment 


or alienation of the beneficiary’s inter- 
est, the rights of remaindermen, and the 
problem of taxation to corpus or bene- 
ficiary. é 


Estates and Trusts — Certain New 

Income Tax Concepts 

WILLARD R. POWELL. New York Certified 

Public Accountant, August, 1958 (677 Fifth 

Ave., New York 22, 50¢). 

Some of the ambiguities and inequities 
in the 1939 Code affecting taxation of 
the income of trusts, estates and their 
beneficiaries have been modified by the 
1954 Code. The term “income,” is now 
fiduciary accounting income. Other new 
terms and concepts include adjustments 
and deductions for the determination of 
“distributable net income,” the separate 
share rule and tier system of distribu- 
tions, and the carryover to beneficiaries 
of unused losses and excess deductions 
upon termination of an estate or trust. 
Typical applications of these new con- 
cepts are worked out. 


Wills — Devise to Executor for Fur- 
ther Distribution — Application of 
Trust and Power Doctrines 


WILLIAM P. WOODEN. Michigan Law Re- 
view, May, 1958 (Ann Arbor, $1.50). 


Bequests to executors for distribution 
to persons to be selected by the executor 
may be valid, or defective, according to 
the principles of law in the field of 
trusts, gifts or powers. This author re- 
views and criticises some of the results 
reached by the courts in construing the 
effect of such gifts. 


The Effect of Forced Share Statutes 
on Inter Vivos Conveyances of Per- 
sonalty 
Indiana Law Journal, Spring, 1958 (Blooming- 
ton, Ind., $4.50 per year). 

Conceding that a husband cannot make 

a testamentary disposition which ex- 

cludes his wife, the question remains 

whether he can, nevertheless, exclude his 
wife by other means — namely those 
which are available in the form of inter- 
vivos conveyances, This note examines 
the modern forms of statutory dower, 
and the tests applied by the courts in 
determining whether a testator’s inter 
vivos conveyance was merely illusory and 

“intended only as a mask for the effec- 

tive retention of the property which in 

form he had conveyed.” 


Multi-Employer Pension Plans 


MEYER MELNIKOFF. Journal of American 

Society of Chartered Life Underwriters, Sum- 

mer, 1958 (3924 Walnut St., Philadelphia 4; 

$1.50). 

A multi-employer pension plan is de- 
scribed in this discussion as “any pen- 
sion plan which covers the employees of 
two or more employers who are not fi- 
nancially related.” Some of the advan- 
tages of such plans are listed as (1) 
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liberalization of the “vesting require- 
ments” so as to preserve pension rights 
for those who move to other jobs before 
retirement, and (2) the increase of pen- 
sion coverage among small employers. 
The design of such plans is described in 
considerable detail. Although of recent 
origin these pooled plans are rapidly 
gaining in importance, especially for the 
employees in small private pension cov- 
erages. 


Tertiary Beneficiaries 
THEO P. OTJEN. Journal of American So- 


ciety of Chartered Life Underwriters, Summer, 

1958 (3924 Walnut St., Philadelphia 4; $1.50). 

Although basic life insurance contracts 
do not specifically recognize a third line 
of takers or final payees, company prac- 
tices go beyond the specific wording of 
the contracts, according to Mr. Otjen. 
He urges the policyowner to study the 
contract carefully; to determine the lines 
of succession “way down the line’; and 
to request the insurer to designate ter- 
tiary beneficiaries in order to assure a 
sound plan of succession. 


Some Ideas of the Uniform Gifts to 

Minors Act 

JOHN F. KRADEL. Dickinson Law Review, 

June, 1958 (Carlisle, Pa.; $2). 

The author treats the sections on ex- 
oneration, investments, custodians, and 
tax consequences. He is of the opinion 
that the act “is of such narrow scope as 
to be virtually useless” to the estate 
planner. 


A A A 
FPRA THESES 


Among the projects submitted by the 
Class of 1958 at the School of Financial 
Public Relations, and accepted for the 
FPRA Library, are the following which 
may be of special interest to our readers. 
They may be borrowed by FPRA mem- 
bers for periods of two weeks. 

Developing a Farm Management Serv- 
ice to Attract Trust Business by A. 
Bruce Williams, Scottish Bank, Lumber- 
ton, N. C. This describes a program from 
which the bank feels it derived consider- 
able benefit. Particularly applicable in 
areas where large farms are handled by 
tenant farmers. 

Improving a Women’s Finance by Se- 
curing Advance Suggestions from Par- 
ticipants by George Kuklinski, First 
National Bank, Oshkosh. This type of 
preparation increased attendance and 
goodwill. Forms, letters, ads and pub- 
licity are reproduced in the project. 


A A A 


@ During the Pennsylvania Bankers As- 
sociation Summer School on the Buck- 
nell University campus the 200 banker 
students were joined by 130 bank direc- 
tors, who attended the PBA Directors’ 
Seminar on Wednesday and Thursday. 
The School was in session August 17-22. 


Magnetic Scheduling Board 
Profitable for Bankers Trust 


With crowded calendars posing a per- 
plexing problem for executives, Bankers 


Trust Co. of New York has come up We 
with a solution — a magnetic scheduling F 

board, conveniently located on the ex- F the 
ecutive floor. Manually operated by the Jos 
floor administrator, it schedules appoint- — 4™ 
ments of eight senior management offi- FF '?' 
cers, saves secretarial hours, and elimi. — Y# 
nates scheduling conflicts. Haz 


The board has 18 sliding and remov- Tru 
able panels with magnetic tabs indicat- F '® 





ing appointments. It allows the current hag 
day’s activity to be conveniently located lo 
on the extreme left, and provides for Hur 
a continuous three week projection of F ‘'° 
15 work-days. Basically, its effectiveness Cha 
is controlled by the executives’ secre- = 
taries. It works this way: T 
(1) An appointment is made. The ‘* 
secretary makes her own calendar pad the 
notation. -_ 
(2) The secretary then fills in a ie 
4” x 5” pre-printed blank with the ex- huis 
ecutive’s name, the other party’s name, ,, 1 
the time and proposed length of thef . 
meeting. I treet 
(3) Each hour the blanks are 


betw 
picked up in the normal routine by the F ing | 


bank’s internal page system. Blanks are § ing, 
forwarded to the executive platform ad- F edyc 
ministrator. TI 


(4) Periodically throughout the day, 





activ 

the administrator posts new appoint — Mr. | 
ments to the board. Black magnetic tabs F featy 
are coded to designate hour or half Asco 
hour periods. Green tabs signify lunch-F adva 
eon engagement. Red pegs show the F tion 
availability of the Board Room and— Tryg; 
other rooms. Exec: 
If the head of the bank’s Pension — 1956 
Trust Division, for example, wishes tof} 1957. 
schedule a meeting with four seniorf will | 
management executives, his secretaryf ship. 


consults the central source, asks for the— Fo 
available time periods when all four Virgi 
are free and makes the appointment.B some 
to be 
tice C 
subje 
mans 
limin 
ing 

from 
gran 
ment 
tory 

ratifi 
grou; 
Trus 

Com: 
point 





Albert L. Rice, Bankers Trust Company‘ 
Executive Floor Administrator, pos's 4 
pointments of eight senior manageme:'t off 
cers on a unique magnetic scheduling hoard: 


Trusts AND EsTATE§ Sep, 


West Virginia Trustmen 


Meet 








At the 65th annual convention of the 
West Virginia Bankers Association, held 
in White Sulphur Springs July 24-26, 
the Trust Division heard an address by 
the | Joseph H. Wolfe, deputy manager, 
at. [| American Bankers Association, and a 
fg. | Teport on trust activities during the 
year. The Division elected Robert C. 
Hazlett, of Wheeling Dollar Savings & 
Trust Co., as its new president, succeed- 
ing A. K. Parker Jr., vice president and 
trust officer, Flat Top National Bank, 


eX- 


mi- 





LOV- 
cat- 


rent F Bluefield. T. J. S. Caldwell of First 

py Huntington National Bank was elected 

“ vice president and John A. Hopkins of 

es Charleston National Bank  secretary- 
treasurer. 

cre- 


Trust costs must be known before dis- 
The cussing trust charges, Mr. Wolfe told 
' the audience. The American Bankers 


= Association has a good TV script to 

| assist trust departments in securing new 

1 2% business and is considering an official 

* €* @ designation for trustmen to correspond 

-: to the life underwriter’s “CLU” and the 
. 


' accountant’s “CPA”. In the field of 
» trust education, there is too wide a gap 
are § between the American Institute of Bank- 


y the ing and the Graduate School of Bank- 
‘s are ing, Mr. Wolfe said. An intermediate 
m ad- F educational program is needed. 

The report of the Trust Division’s 
e day. & activities during the year presented by 
— Mr. Hazlett in the absence of Mr. Parker 
c tabs 


featured the gaining of a seat on the 
half F Association’s Executive Council and the 


lunch fF advances made toward fuller coopera- 
w the tion with the Bar. The president of the 
1 and Trust Division was given a seat on the 

Executive Council for the first time in 
ension — 1956-57. This action was repeated in 
hes tof} 1957-58 and a revision of the by-laws 
senior — Will now authorize permanent member- 
cretary — ship. 








for the Following a criticism from the West 
| four Virginia State Bar earlier this year that 
itment.— some trust institutions were considered 
| to be engaged in the unauthorized prac- 
tice of law, a special committee on this 
subject was appointed under the chair- 
manship of Mr. Hazlett and held a pre- 
liminary meeting on June 12. A meet- 
ing with a corresponding committee 
from the Bar on June 26 led to a pro- 
gram looking to the creation of a State- 
ment of Principles that will be satisfac- 
tory ‘o both groups. The convention 
ratificd the appointment of the same 
grour of men as representatives of the 
Trus! Division on a permanent Joint 
Committee to which the Bar will ap- 
point members also. 
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Winning Talk on Trust 
Services 


Living trusts present an “anchor to 
windward” for retirement, especially for 
those in a risky type of business or 
those of an advanced age, Frederic D. 
Carter, Jr., assistant secretary, United 
States Trust Co., New York, stated in 
his winning trust talk at the New York 
State Bankers Association Trust School. 
The talks are prepared as part of the 
requirements for a Certificate of Com- 
pletion from the School. 


Under the title, “Trust Services for 
You and Your Family,” Mr. Carter re- 
ferred to the Crusades to show that 
trusts were created to meet a real need 
and that they did — and do — four 
things: provide property management; 
offer a means of support for the family; 
fix the trustee’s fee; and set forth the 
terms of termination. 


Today’s more varied and _ flexible 
trusts, their benefits for the family and 
their tax saving possibilities, were de- 
scribed by Mr. Carter. “A trust should 
spring from some genuine human need,” 
he said, and family-type objectives 
should not be subordinated to tax sav- 
ing. Tax savings under each type of 
trust service were explained, however. 
Living trusts can be used in divorce set- 
tlements, for added income to a married 
daughter, for minors, and for people 
who travel widely or for extended time 
periods. 

The final section of the talk empha- 
sized confidence in the trustee, his quali- 
fications, and the value of continuity 
and financial responsibility. No two 
trusts are the same, Mr. Carter said, 
and hence the importance of a talk with 
one’s banker or attorney. He advised 
his hearers, “Do not delay. Our files 
are full of sad, sometimes tragic cases 
where simple procrastination has been 
the sole villain. And do not sell yourself 
short. Maybe you’ve never stopped to 
realize it, but with a home, a business 
and a few securities and insurance poli- 
cies, you might well be worth — in 
terms of tdoay’s 50-cent dollar — one 
or even several hundred thousand dol- 
lars.” 

Classmates who won honorable men- 
tion for talks submitted are Irving R. 
Church, vice president and trust officer, 
County Trust Co., White Plains; and 
John W. Curtis, assistant trust officer, 
Worcester (Mass.) County Trust Co. A 
limited number of copies are available 
from the Trust Division of the New 
York State Bankers Association, 33 
Liberty St., New York 5. 
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RONALD COLMAN, leading man of mo- 
tion pictures since his role of “Beau 
Geste” in 1929 and the creator of a 
galaxy of unforgettable characters, rang- 
ing from “Raffles” and “Bulldog Drum- 
mond” to that of the diplomat in “Lost 
Horizon” and the college president in 
the radio series “Halls of Ivy,” ap- 
pointed his actress wife, Benita Hume 
Colman, to be executrix of his will. He 
made bequests of pecuniary legacies to 
named relatives and employees, and gave 
to his wife his automobiles, jewelry, sil- 
ver, books, works of art and household 
furnishings, as well as his stock in San 
Ysidro Ranch Corporation and the resi- 
dence adjoining the San Ysidro Ranch 


"near Santa Barbara. 


Security-First National Bank of Los 
Angeles and Mrs. Colman are named 
trustees of two trusts. The first consists 
of “cash in an amount which will en- 
title my estate to the maximum marital 
deduction under the Federal Estate tax 
law as it now exists,” subject to adjust- 
ment for property passing to Mrs, Col- 
man under other provisions of the will 
or otherwise. She is to receive all net 
income from this trust during her life- 
time and upon her death the trust is to 
be distributed as she may appoint. The 
Trustees have the power, in emergen- 
cies, to pay or apply principal of the 
trust for the beneficiary’s benefit, if her 
income from this fund and other sources 
is insufficient for her reasonable sup- 
port, care and comfort. The decision of 
the corporate trustee on this point “shall 
be controlling.” 

The incom2 from the second trust is 
to be divided, one-half to be paid to or 
for the benefit of a daughter, Juliet, and 
the balance to be apportioned between 
the daughter and wife of the testator in 
such amounts as the corporate trustee 
shall deem appropriate. Following the 
wife’s dea.h, one-third of this trust is 
to be distributed to the daughter when 
she attains the age of 30 years; one-half 
the remaining balance at the age of 35 
years, and the entire remaining balance 
at the age of 40. The Trustees are also 
given power to pay to the daughter or 
for her benefit so much of the principal 
of this second trust as they deem neces- 
sary for her support, maintenance and 
education, “after taking into considera- 
tion my daughter’s other means.” 


There is a spendthrift clause in the 


provisions governing each of the trusts, 
as well as a direction that “the Trustees 
shall receive such compensation as may 
be allowed by the Superior Court of the 
State of California having jurisdiction 
over the trust estate.” A codicil in the 
testator’s handwriting, dated Septem- 
ber 13, 1957, provides for a modification 
of the legacies to certain employees. 


FRANKLIN BLISS SNYDER, president 
emeritus of Northwestern University, 
left an estate valued in excess of $100,- 
000. Dr. Snyder had spent his entire 
career as teacher and administrator at 
the University, having joined the faculty 
as an English instructor in 1909. He left 
his estate outright to his wife and named 
her co-executrix to act with the State 
Bank and Trust Company of Evanston. 


A A A 
Will Contest on TV 


One of the nation’s most popular and 
praised television programs, The Ver- 
dict Is Yours, presented a dramatic and 
realistic will case over CBS on July 31st. 
The story hinged on the almost success- 
ful efforts of the decedent’s son to ob- 
tain his sister’s half of the property by 
causing a codicil disinheriting her to 
be drawn when the father was on his 
deathbed. 

The expert manner in which the show 
was presented served to point up the 
kind of situation that is apparently oc- 
curring with more and more frequency, 
and also the potentialities for informing 
the public on testamentary matters by 
selecting themes from the rich store of 
human-interest material in actual estate 
and trust case-histories. 

This series received an award from 
the American Bar Association last month. 


A A A 


@ The A. W. Mellon Educationa! and 
Charitable Trust has distributed $127, 
266,081 since its creation in 1930. More 
than $10 million was granted last yeal. 
Of the total grants, 90% went to five i” 
stitutions, four of them in Pittsb irgh. 
These were: the University of /itts 
burgh, Mellon Institute of Industrie’ Re 
search, Chatham College, and J ellon 
Square Park. The fifth institution was 
the National Gallery of Art in Was \ing- 
ton which received over $79 millio: 


TRUSTS AND Es” ATES 








T 
pro: 
dea’ 
had 
bee! 
suff 
he - 
nor! 
mad 
Nov 
in |} 
uar’ 
that 
tem 

H 
tion 
mak 
moti 
asso 
chilc 
som 
Ha 
Aug 


Va 
Dece 
670 
stocl 
tend 
$400 
argu 
per 
earn 


; ture 


stock 


' for 
was 
| of it 


reser 
mode 
woul 
HI 
reley: 
histo: 
dend 
comp 
to ¢a 
proxi 
here 
Stock 
cess 
this 
unreg 
Value 


Gif 
conte 


SEPT, 






ists, 
tees 
may 

the 
tion 

the 
tem- 
ition 


dent 
sity, 
100,- 
ntire 
yr at 
culty 
» left 
amed 
State 
ton. 


> and 
Ver- 
e and 
31st. 
C:CeSS- 
0 ob- 
ty by 
er to 
n_ his 


show 
p the 
ly o¢- 
uency, 
yming 
ays by 
ore of 
estate 


from 
month. 


al and 
$121, 
. More 
t year. 
five in- 
sburgh. 

j itts- 
ja! Re 
MW ellon 
on was 
as \ing- 


oS ATES 





ESTATE TAX 


Transfers pursuant to planned gift 
program not made in contemplation of 
death. Over period of ten years decedent 
had made gifts to his children who had 
been unable to earn living. In 1950 he 
suffered coronary thrombosis from which 
he fully recovered, and he resumed his 
normal activities. In August of 1952, he 
made gifts of stock to his children. In 
November of 1952, doctor diagnosed lump 
in his thigh as cancer. He died in Jan- 
uary, 1953. Commissioner determined 
that gifts of stock were made in con- 
templation of death. 

HELD: For estate. Transfer in ques- 
tion was made pursuant to pattern of 
making gifts to children without any 
motive of impending death. Motives were 


' associated with thought of sustaining 


children and to enable them to create 
some small estate for themselves. F. M. 
Harrison v. Comm., T. C. Memo 1958-57, 
Aug. 18, 1958. 


Valuation of close corporation stock. 
Decedent at time of his death owned 
670 shares of total of 5,000 shares of 
stock of close corporation. Estate con- 
tended that stock should be valued at 
$400 per share, whereas Commissioner 
argued that stock valuation was $585. 
per share. Commissioner pointed to high 
earnings and dividend record, liquid na- 
ture of assets, and absence of preferred 
stock or long-term indebtedness. Experts 
for estate contended that corporation 
was not laying aside sufficient portion 
of its annual earnings in depreciation 


| teserves to keep its plant and equipment 


modernized, and as_ result efficiency 
Would be impaired in near future. 

HELD: For Commissioner. Among 
relevant factors in valuing stock are 


history, management, earnings, divi- 
dends, finances and future prospects of 
company. Method frequently adopted is 
to capitalize earnings from six to ap- 
proximately ten per cent. If earnings 
here vere capitalized at eight per cent, 
stock value would be considerably in ex- 
cess ©’ Commissioner’s value, In light of 
this ‘ourt felt estate’s valuation was 
unrea stic, and sustained Commissioner’s 
value. Harrison v. Comm., supra. 


Gif by donor, age 87, not made in 
conte: plation of death. In 1952, decedent 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


sold some valuable unimproved property 
which she had owned for several years. 
She gave part of proceeds of sale to her 
children, grandchildren and daughter-in- 
law. She was 87 years old at time and 
in good health. She died year later, 
after illness of three months, This ill- 
ness was unknown to decedent or her 
physician at time gifts were made. Com- 
missioner held transfers were made in 
contemplation of death, and included 
value of property in decedent’s estate. 

HELD: For estate. Dominant motive 
of decedent in making gifts was satis- 
faction of seeing her family members 
enjoy money while she was alive. Value 
of gifts was not includible in decedent’s 
estate. Est. of M. M. Holding v. Comm., 
30 T.C. No. 104, July 31, 1958. 


GIFT TAX 


Income right under short-term rever- 
sionary trust constitutes gift of present 
interest. Taxpayer created irrevocable 
trust for period of ten years and six 
months from date of its creation. Income 
was payable to grantor’s daughter for 
term of trust or until prior death, in 
which event other beneficiaries were 
named. Upon termination of trust, corpus 
was to revert to grantor or his estate. 

Service rules that value of gift is 
measured by value of property passing 
from donor, minus ascertainable value 
of donor’s retained interest, actuarially 
computed. Gifts to primary donee, con- 
sisting of right to receive income from 
property for ten years and six months 
or until prior death, constitutes gift of 
present interest and is entitled to gift 
tax exclusion. Rev. Rul. 58-242, I. R. B. 
1958-21, pv. 238. 


INCOME TAX 


Basis of property to surviving joint 
tenant. Taxpayer and her husband owned 
certain property as joint tenants. For 
year following her husband’s death in 
1946, she used as basis for computing 
depreciation on property one-half of 
original cost to joint tenancy plus one- 
half of fair market value of property 
at date of husband’s death. Commissioner 
determined that proper basis for de- 
preciation was cost of property to joint 
tenancy. 

HELD: For Commissioner. Upon death 
of husband, surviving joint tenant did 


not acquire any rights previously not 
owned by her. All rights arose out of 
instrument creating tenancy. No inter- 
est was acquired by “bequest, devise or 
inheritance.” Her basis for depreciation 
is cost of property to joint tenancy, as 
is provided under general rule of sec- 
tion 113 (a) of 1939 Code. M. C. Gits 
v. U.S., D. C. N. D, IIll., July 17, 1958. 


Editor’s note: Result here has been 
substantially changed by section 1014 
(b) (9) of 1954 Code. In case of de- 
cedents dying after December 31, 1953, 
if property is required to be included in 
determining value of decedent’s gross 
estate, basis of property in hands of 
person so acquiring it will be fair mar- 
ket value thereof at date of decedent’s 
death. 


Government lien attaches to benefi- 
ciary’s interest in spendthrift trust. Tax- 
payer was beneficiary of spendthrift 
trust, which provided that interest of 
beneficiary was not subject to claims of 
creditors. Under state law ordinary 
creditors can reach all income of bene- 
ficiary of such trust except so much as 
is necessary for education and support. 
Government attached lien for unpaid in- 
come taxes against beneficiary’s inter- 
est. Beneficiary argued that he had 
property right to receive income for 
education and support and this was ex- 
empt from lien. 

HELD: For Government. It is very 
fact that beneficiary has property right 
which gives Government power to levy 
thereon. This property right is subject 
to lien and seizure. Leuschner v. First 
Western Bank & Trust Co., et al., 9th 
Cir., July 1, 1958. 


REVENUE RULING 


Gift Tax: Revocable trust transfer does 
not constitute completed gift. Five re- 
lated taxpayers created spendthrift trust 
for primary benefit of themselves. Prop- 
erties received by trustees were divided 
into five equal trust funds corresponding 
to five taxpayers. Trust is to terminate 
in 1975, at which time entire principal 
and undistributed income of trust fund 
is to be distributed to grantor-benefi- 
ciary. Trust may be revoked or amended 
in whole or as to any of respective trust 
funds by unanimous written consent of 
all of then living grantor-beneficiaries.. 
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Service rules that no completed gift 
was made by any of grantor-beneficiaries 
since donors reserve right to revest bene- 
ficial title to property in themselves. 
Donor is considered as himself having 
such power where power is exercisable 
in conjunction with any person not hav- 
ing substantial adverse interest in prop- 
erty. Since no beneficiary has any bene- 
ficial interest in any trust fund other 
than his own, he has no adverse interest 
in disposition of property or income of 
other trust funds. Rev. Rul. 58-395, I. R. 
B. 1958-32, p. 14. 


Income Tax: Beneficiary of trust prop- 
erty entitled to involuntary conversion 
benefits. Taxpayer was remainderman 
under testamentary trust established by 
his father. Certain of trust property was 
disposed of by condemnation proceedings, 
and shortly after receipt of proceeds life 
tenant died and trust terminated. Trust 
property, including proceeds of sale, was 
distributed to taxpayer. He then used 
part of corpus of trust to purchase land 
similar or related in service and use to 
land condemned. 

Service rules that, in effect, trustee 
is beneficiary’s representative. Thus, 
where beneficiary meets other necessary 
requirements of involuntary conversion 
provisions of law, gain on condemnation 
will only be recognized to extent money 
realized from conversion exceeds cost of 
replacement property. Rev. Rul. 58-407, 
I. R. B. 1958-33, p. 16. 


Income Tax: Basis of property re- 
ceived from revocable trust. Five tax- 
payers transferred certain property to 
trust for primary benefit of themselves. 
Property was divided into five equal 
trust funds. Trust is revocable and ter- 
minable and may be amended in whole or 


in part by unanimous consent of all of 
living grantors. 

Service holds that upon death of 
grantor-beneficiary, assets comprising 
his trust fund are entitled to new basis 
in hands of trustee equal to fair market 
value of such property at date of de- 
cedent’s death. Where income of trust 
is payable to grantor during his lifetime 
and he reserves right to revoke trust, 
he is considered owner of property at 
time of his death. Property acquired from 
or passing from decedent is given new 
basis in hands of beneficiary equal to its 
fair market value at date of decedent’s 
death. Rev. Rul. 58-395, I. R. B. 1958-32, 
p. 14. 


Income Tax: Terminal distribution 
from qualified employees’ trust at time 
of statutory merger qualify for capital 
gain treatment. Pursuant to statutory 
merger, M corporation acquired all stock 
of O corporation in exchange for its own 
stock. Business previously conducted by 
O corporation was continued and all of 
its employees were taken over as em- 
ployees of M corporation. M corporation 
made no provision for continuing em- 
ployees’ trust of O corporation. Trust 
was terminated and lump sum distribu- 
tions made to participants. 

Treasury rules that separation from 
service occur within meaning of section 
402 (a) (2) of 1954 Code where termina- 
tion of corporate employer’s qualified 
pension trust is incident to acquisition 
of all of its assets and business by an- 
other corporation in exchange for stock. 
Thus, where corporation takes over as- 
sets, business and employees of another 
previously unrelated corporation, pursu- 
ant to merger in pursuance of plan of 
reorganization, and coincident therewith 
termination distributions are made to 
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beneficiaries of qualified employees’ t) ist 
of acquired corporation, such distri}u- 
tions are entitled to capital gain treat. 
ment under 402 (a) (2) of 1954 Code. 
Rev. Rul. 58-383, I. R. B. 1958-31, p. 


A A A 


HIGHLIGHTS OF NEW TAX LAW 


NE OF THE PRINCIPAL FEATURES OF 
Q the recently enacted “Technical 
Amendments Act” of 1958 as it affects 
estate planning and administration js 
the privilege, heretofore available onl 
with Treasury approval upon a showing 
of hardship, of paying estate taxes iy 
not more than ten equal annual install. 
ments. Deferred payment is allowed 
where the value of a closely held busi. 
ness, as defined in the new law, exceed 
35% of the gross estate or 50% of the 
net estate. This provision parallels the 
Section 303 rules for non-dividend treat 
ment of redemptions of stock to pa) 
death taxes. 


The extended payment privilege is 
limited to the portion of the tax attribut- 
able to the value of the business in. 
terest. Among the conditions is one re- 
quiring payment, after the fourth taxable 
year of the estate, of an amount equal 
to any undistributed net income in |i- 
quidation of the unpaid portion. The 
interest rate is set at 4%. 


A closely held business is defined te 
include any sole proprietorship, a part: 
nership interest if at least 20% of the 
total capital interest of the partnership 
is included in the gross estate or there 
were 10 or less partners, and stock if at 
least 20% of the voting stock is included 
in the estate or there were not more than 


10 shareholders. 


Another innovation is the election 
given to stockholders in a “small busi: 
ness corporation” (not more than ll 
owners, plus other conditions) to have 
the entire income, whether distributed 
or not, included in their own income for 
tax purposes. One effect of this change. 
which is part of the new Subchapter 5 
on this subject, is to make possible par 
ticipation in qualified pension and prof 
it-sharing plans by persons who hav 
been conducting business as a sole pro 
prietorship or partnership rather tha! 
as a corporation because of the double 
tax on dividends. Thus, A and B, no‘ 
partners, may incorporate and establist 
an employee benefit plan under whic! 
they are eligible, and elect to have tlt 
income of the business taxed as thei 
rather than the corporation’s. ‘Tis of 
course presupposes, among other ‘hing* 
that the parties wish to keep earnings !! 
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the business and their individual tax 
brackets are lower than corporate rates, 
a!though with the permissible maximum 
for accumulated earnings upped from 
$60,000 to $100,000, it would be pos- 
sible to work out a satisfactory arrange- 
ment even where the rates are higher. 






AW A capsule summary of other perti- 
nent provisions follows: 
































fa! e 1954 Code’s recognition of life es- 
fects tate with power of appointment in sur- 
n is Viving spouse as qualifying for marital 
on | deduction has been incorporated as 
ss amendment of 1939 Code to apply to 
1c i, | estates of decedents dying after April 1, 
stall. @ 1948 and before August 17, 1954. Claim 
owed & for refund may be made within one 
bus: @ Year after enactment of present Act, 
onan September 2, 1958. 
f the e Employee’s exercise or non-exercise 
s the, of election as to survivor benefits under 
treat. @ qualified plans does not result in gift tax 
» pay on that part of benefits which would not 
‘— have been included in gross estate for 
. | estate tax purposes; similar exemption 
te applies to annuity contracts purchased 
we for employees by certain educational, 
etc. organizations. Several changes are 
si bh made in income and estate tax conse- 
a quences of latter type contracts. 
~~. e Period of limitations for claiming 
The credit for state death taxes has been 
liberalized where claim for credit or 
refund of Federal estate taxes is still 
“ee pending at expiration of four-year pe- 
§ riod. 
of “a e Period of postponement of payment 
— of Federal estate tax on reversionary 
Ay or remainder interests and for credit 
a “bl for death taxes, formerly limited to six 
% = months after termination of preceding 
niet interest, may be extended up to two 
years, 
election e Exclusion from gift tax is extend- 
ll bus ed, where employee names beneficiary to 
han 1B receive benefits from employee trust or 
lo have retirement annuity contracts at his 
ributed | death, to portion of benefits attributable 
ome for to contributions made by employer. 
chang e Residents of U. S. possessions who 
apter “are citizens of U. S. other than by rea- 
ble pat® son of birth or residence in such posses- 
id prof sion or citizenship thereof, are treated 
10 have for Federal estate and gift taxes in same 
ole pf manner as resident citizens of U. S.3 
er that death taxes paid to possessions are, for 
doubl purposes of credit against Federal tax, 
B, ef treated as paid to foreign country rather 
es than to a state. Estates of all other resi- 
T me dent: of possessions will be taxed as 
have 4 those of residents not citizens. 
c , th e ° -xempt employees trusts may in- 
Pais ‘ vest 1n employer’s debentures under cer- 
r ‘ning“® tain conditions. 
mings ie Basis of property in hands of donee 
EstTaTl§ SepvemBer 1958 








is increased by amount of gift tax paid, 
in computing gain, loss, depreciation or 
amortization. 

Lump-sum distributions to nonresi- 
dent aliens under employees’ annuity 
plans, which are considered capital 
gains, are made subject to same 30‘/ 
rate and withholding at the source as 
applies to such distributions under trus- 
teed pension, profit-sharing or stock- 
bonus plan. 


A AA 


Deviation from Trust 
Authority Broadened 


Greater latitude in judicial authority 
to permit deviation from the terms of 
trusts in England is granted by the 
Variation of Trusts Act 1958 which came 
into force on July 23. As a result of the 
case of Chapman v. Chapman decided 
in the House of Lords in 1954 (1 All 
E.R. 798) it was established that the 
Court had only a very limited jurisdic- 
tion to modify or vary the terms of a 
trust, comments H. D. G. Trew, Man- 
ager of Trustee Department, Westmin- 
ster Bank Limited, London, in reporting 
this development to T&E. It had been 
thought that where all persons sui juris 
consented and the modification asked for 
was for the benefit of all persons not sui 
juris including unborn persons, the Court 
would have a general authority to agree 
to any proposal for variation of the 
terms of the trust. However, the House 
of Lords decided that this jurisdiction 
only applied in a very limited class of 
case, 

The new Act extends the jurisdiction 
of the Court and authorizes it to ap- 
prove any arrangement for varying or 


revoking trusts, or* enlarging the Trus- 
tees’ powers (e.g. widening investment 
powers) where owing to infancy or other 
incapacity a party cannot give consent, 
or where at the time of the application 
there is a class of beneficiary the mem- 
bers of which are not then ascertained, 
or where the interest of some person 
not in existence is concerned, or where 
consent cannot be given by reason that 
the interest of a beneficiary is subject 
to protective or discretionary trusts 
(spendthrift trusts). In such cases an 
application can be made to the Court, 
and provided the Court is satisfied that 
the proposed alteration is for the bene- 
fit of those interested it can sanction a 
modification. It is also provided that 
where a Committee has been appointed 
of the estate of a person or a Re- 
ceiver has been appointed of his in- 
come, the question whether the carrying 
out of any arrangement would be for 
his benefit is for the Judge or Master 
in Lunacy to determine. 

The Act does not apply to trusts af- 
fecting property settled by Act of Parlia- 
ment, nor to Scotland, nor to Northern 
Ireland unless the Parliament of North- 
ern Ireland passes a similar enactment. 


AAA 


@ The Sixth Annual Taxation Confer- 
ence of the University of Texas School 
of Law will be held at the University in 
Austin, October 30-November 1. The pro- 
gram includes a discussion of short term 
trusts, annual exclusion trusts for 
minors and the Texas Uniform Gift to 
Minors Act. Harvard’s A. James Casner 
will speak on Significant Current Tax 
Problems in the Field of Estate Planning 
and the afternoon seminars will include 
one on Estate Planning led by R, P. 
Bushman of Houston. 
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Bar RELATIONS — Banks Enjoined 
from Performing Certain Activities 


Connecticut—Superior Court 

State Bar Association v. Connecticut Bank and 

Trust Co. and Hartford National Bank and 

Trust Co. 

Following the remand from the Su- 
preme Court of Errors, the Superior 
Court (see T&E, May 1958, p. 501) 
Bogdanski, J., enjoined the defendants... 

“| .. from preparing and filing docu- 
ments in any Probate Court or with the 
State Tax Department or with the In- 
ternal Revenue Service, or appearing or 
being represented in any Probate Court 
or before the State Tax Department or 
any representative thereof or before the 
Internal Revenue Service or any repre- 
sentative thereof, on any matter with 
respect to which a hearing is required 
by law or a hearing is had though not 
required by law, or appearing or being 
represented in any proceeding, con- 
ference or negotiation wherein the legal 
rights, liabilities or interest of any 
estate or trust of any parties interested 
therein are to be adjudicated, defined, 
determined, compromised or settled by 
any decree, judgment, order or ruling of 
any Probate Court or of the State Tax 
Department or of the Internal Revenue 
Service; including without limiting the 
intent or scope of the foregoing the fol- 
lowing matters: 

(1) The admission of a will to probate; 

(2) The determination of domicile and 
heirs at law and all jurisdictional ques- 
tions arising therefrom; 

(3) Widow’s allowances; 

(4) Applications for permission to sell 
the assets of fiduciary estates; 

(5) The valuation of closely held cor- 
porations and of interests such as lease- 
hold estates and remainder interests; 

(6) The determination of what divi- 
dends and accrued interest shall be in- 
cluded in the inventory of a fiduciary 
estate; 

(7) The determination of the owner- 
ship of household property; 

(8) The compromise of claims for and 
against a fiduciary estate; 

(9) The determination of whether or 
not claims against an estate have been 
properly presented, of questions relating 
to statutes of limitation, and what, if 
any, priorities may exist in the order 
of payment of claims against insolvent 
estates; 


(10) The determination of whether or 
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not transfers were made in contempla- 
tion of death or were intended to take 
effect upon possession or enjoyment at 


or after death and whether or not to 
concede the taxability of the items in- 
volved therein; 

(11) The determination of allowable 
deductions under the succession tax law 
and what items, if any, ought to be in- 
cluded in the computation of the tax lia- 
bility ; 

(12) The completion of Federal estate 
tax returns involving jointly owned 
property, marital deductions and trans- 
fers prior to death; 

(13) The preparation and filing of 
preliminary and final accounts; 

(14) The making of the necessary cal- 
culations in the distribution of estates, 
unless represented by a member of the 
Bar of this State in good standing who 
is not an officer, employee, servant or 
agent of said defendant; provided only, 
that no provision herein relating to the 
defendant’s appearance or practice be- 
fore the Internal Revenue Service shall 
be effective in so far as the laws of the 
United States require or permit other- 
wise.” 

The Judge further decreed: 

“That the defendant, acting through 
its officers or employees, in giving gen- 
eral information to customers and pros- 
pective customers on such matters as 
Federal and State tax laws, inter vivos 
and testamentary trusts, wills, etc., as 
well as in reviewing existing wills and 
trust agreements, where the defendant 
gives no specific advice, charges no fee, 
and urges customers to consult their own 
attorneys for advice on their specific sit- 
uations and have them draw any neces- 
sary documents, is acting primarily for 
itself in obtaining and holding trust de- 





partment customers and is not engag ng 


in the unlawful practice of law. 

“That the defendant, acting by :nd 
through its trust department emp!vy- 
ees, lawyers or laymen, in preparing ‘ax 
returns and dealing with and appear ng 
before State and Federal authorities in 
connection with taxes claimed to be due 
from estates administered by it, is not 
engaging in the unlawful practice of 
law, provided that in so doing it does 
not engage in any of the acts and prac- 
tices hereinafter declared to be com.- 
monly understood to be the practice of 
law.” 


CLaImMs — Charge on Specific Real 
Estate to Pay Legacies and Debts 
Does Not Make It Primarily Lia- 
ble 


Wisconsin—Supreme Court 
Estate of Esch, 4 Wis. 2d 577. 


The first and second paragraphs of 
decedent’s will provided for the pay- 
ment of debts, funeral expenses and 
costs of administration, and for be- 
quests of specific personalty and cash. 
The third paragraph disposed of the de- 
cedent’s farm, and further stated: “This 
devise is also subject to the payment 
of provisions I have made in paragraphs 


First and Second .. .” 
The beneficiary of the residue clause 
contended that the quoted statement 


made the farm rather than the personal 
estate primarily liable for the payment 
of debts and specific legacies. The trial 
court adjudged that the third paragraph 
did not exonerate the personal es ate of 
the decedent from primary liability for 
payment of debts, funeral and admini- 
stration expenses, and specific bequests. 

HELD: Affirmed. Under the Wisconsin 
Statutes, in the absence of a contrary in- 
tent the debts, expenses and general or 
cash legacies are payable primarily out 
of the personal estate, and real estate 
specifically devised may not be resorted 
to even for debts and expenses unless 
the personal estate is insufficient. Even 
where the will charges specifically de- 
vised real estate with the payment of 
legacies and debts, the proceeds of per- 
sonalty must be applied to these purposes 
before the proceeds of realty are so ap- 
plied unless the testatrix intends to ex- 
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empt the personalty from such liability. 
The mere charge of these payments upon 
the realty does not indicate such an in- 
tent. The charge on the farm in the 
third paragraph was not superfluous in 
that it prevented the possible abatement 
of the cash legacies, 


COMPENSATION — Executor Acting 
as His Own Attorney Entitled to 
Fees as Latter 


California—Supreme Court 


Estate of Thompson, 50 A.C. 549 (July 15, 
1958), nullifying decision abstracted in T&E, 
April 1958, p. 392. 


Lehman was appointed executor under 
Mrs. Thompson’s will. She provided that 
in the event he acted as executor and 
also as his own attorney, he should be 
allowed fees as executor together with 
fees that may be allowable to the at- 
torney for the executor. From a decision 
of the Superior Court affirmed by the 
District Court of Appeal holding that 
the provision for additional payment of 
attorney’s fees to the executor was void, 
Lehman appeals. 

Order reversed. Recognizing that the 
general rule is that a person acting as 
executor and also as his own attorney 
will not ordinarily be allowed fees in the 
latter capacity, the court holds that this 
rule does not apply where there is an 
express provision in the will for pay- 
ment for services in both capacities. The 
case is regarded as novel in so far as 
direct adjudication is concerned. 


DISTRIBUTION — Disposition of Trust 
Property Not in Accordance with 
Trust Terms 


Illinois—Appellate Court 


Thorne v. Continental Natl. Bank & Trust Co., 
18 Ill. App. 163. 


The plaintiff owned a one-third interest 
in the remainder of the trusts in ques- 
tion with two-thirds of the remainder 
being vested in her son. Both remainder 
interests were subject to a life estate in 
the plaintiff and her son equally, with 
the entire income going to plaintiff af- 
ter the death of her son. 

Upon the death of the son, his will 
disposing of his two-thirds interest in 
the remainder was set aside by decree in 
the Cireuit Court of Cook County on 
the grounds that it was not his free 
and voluntary act. A settlement agree- 
ment ensued between the plaintiff as 
the sole heir of her son and the legatees 
under her son’s will. The plaintiff then 


instituted suit to invade the trust corpus 
in order to effectuate the settlement 
agreement and terminate the contest. 

HELD: The trustees were directed to 
invade a portion of the trust corpus for 
Payment of amounts required pursuant 
to the settlement agreement. The pres- 
ent ¢ 


stribution was justified because of 
an “cmergency” which developed from 


the extreme bitterness between the 
Parti-s to the settlement together with 
SEPr=MBER 1958 


the continuation of the will contest pro- 
ceedings which would marketably de- 
plete the estate through legal expenses 
and would do great harm to the memory 
and reputation of the son. 

The court stressed the fact that the 
purpose of the trust (welfare of the 
plaintiff) would be accomplished, that 
the trust would not be terminated and 
the spendthrift provisions rendered in- 
effectual, and that there were no con- 
tingent interests either definite or un- 
ascertainable since the plaintiff possess- 
ed the life interest and remainder of both 
trusts. 


DISTRIBUTION — Estate May Be Re- 
opened to Determine Distribution 
of Undisposed of Trust Remainder 


Oklahoma—Supreme Court 

In re Estate of He-Ah-To-Me, 29 Oklahoma 

Bar Journal 227. 

The will of He-Ah-To-Me, an Osage 
Indian, who died in 1929, provided that 
an undivided 2/7ths of her estate was 
to be in trust. A grandson, Eugene, was 
named beneficiary during his lifetime. 
The will provided that if Eugene should 
predecease the testatrix, or die without 
issue, then two other grandchildren, 
Charles and Perry, should be the next 
beneficiaries for life, and if either 
Charles or Perry, or both, succeeded to 
an interest in the trust estate, and died 
without issue, then on their respective 
deaths, the trustee should distribute such 
decedent’s portion to two granddaugh- 
ters, Louise and Josephine. The will left 
the residue of her property to four per- 
sons, three of them being grandchildren. 
Charles and Perry predeceased Eugene, 
who died in 1952, without issue, a con- 
tingency for which no provision was 
made in the will or final decree. 

Upon Eugene’s death, Josephine, one 
of the beneficiaries under the general 
residue clause, instituted in the County 
Court in which He-Ah-To-Me’s will had 
been admitted to probate, proceedings 
by which she obtained appointment as 
administratrix with the will annexed and 
instituted proceedings to judicially de- 
termine the proper succession of the 
above-described trust fund. She took the 





position that the remainder of the trust 
estate, after Eugene’s death, was “un- 
distributed” property which should pass 
under the residuary paragraph of the 
will which provided that it was “in- 
tended to dispose of all property not dis- 
posed of by this will by other devises and 
bequests.” Certain of He-Ah-To-Me’s 
heirs-at-law took the position that the 
will was construed and distribution of 
her estate accomplished in 1931 by court 
judgment which had become final, and 
that when Eugene died with no bene- 
ficiary designated by the will to take the 
property in which he had a life estate, 
the property became intestate property 
and descended to the heirs of He-Ah- 
To-Me living on the date of death of 
Eugene. The County Court upheld Jos- 
ephine and ordered the property dis- 
tributed under the residue clause to her 
and to the heirs and devisees of the 
other residuary legatees and devisees 
who were then deceased. 

HELD: The subsequent proceedings 
did not constitute a collateral attack up- 
on the 1931 decree, but were rather a 
reopening of the administration proceed- 
ings for distribution of property never 
before distributed. Under a _ statute 
where the subsequent issuance of ‘letters 
testamentary, or of administration, or 
of administration with the will annexed, 
is authorized if other property of the 
estate is discovered or if it should be- 
come necessary or proper for any cause 
that such letters should again be issued, 
the County Court had original jurisdic- 
tion to entertain the probate proceedings 
instituted by Josephine, and that the 
unadministered corpus of the trust es- 
tate could be considered as “other prop- 
erty of the estate discovered” within the 
meaning of that expression as used in 
said statute. 


FIDUCIARIES — Administrators Sur- 
charged for Failure to Pay Estate 
Taxes — Attorneys Allowed Com- 
pensation 


Oklahoma—Supreme Court 


Hooker v. Hoskyns, 29 Oklahoma Bar Journal 
20. 


Decedent conveyed all of her real es-: 
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tate by warranty deed to her sister, but 
continued in possession and control until 
her death. Her sister predeceased her. 
The administrator of decedent’s estate 
was a principal heir of the grantee of 
the deeds and a joint tenant with de- 
cedent of bank accounts and U. S. Sav- 
ings Bonds. Upon petition of other heirs, 
the administrator was removed because 
of his adverse interest and special ad- 
ministrators were appointed. (Special 
administrators have only limited author- 
ity to collect and preserve assets and 
with only such powers as are included 
by the court in the order of appoint- 
ment. ) 

During the five years the special ad- 
ministrators controlled the estate, they 
litigated and lost the question of the 
ownership of the real estate conveyed 
and the jointly owned property. A timely 
federal estate tax return was filed by 
them but no tax paid. Estate tax return 
to the state was filed about three years 
after the due date thereof but no tax 
paid. Upon reinstatement of the ad- 
ministrator, he brought this action to 
contest the allowance of fees paid the 
special administrators and their attor- 
neys and to surcharge the special ad- 
ministrators for failure to pay estate 
taxes. The lower court approved the pay- 
ment of fees and refused to surcharge 
the special administrators. 

HELD: Affirmed and reversed in part. 
The allowance of special administrators’ 
fees and their attorneys’ fees was 
proper. The view that an attorney is en- 
titled to compensation in a probate pro- 
ceeding only when his services benefit 
the estate, by bringing additional assets 
into the estate, does not apply to counsel 
fees where the attorneys are employed 
by the personal representative. The fact 
that the attorneys’ efforts were not suc- 
cessful in establishing the invalidity of 
the conveyances did not prevent their 
receiving reasonable compensation. 

The special administrators were sub- 
ject to surcharge for failure to pay 
state and federal estate taxes. The de- 
fense that the tax liability could not be 
determined pending the determiniation 
of ownership of the property failed be- 


cause if the estate had recovered the 
ownership of the properties, it would 
have owed the same tax liability. The 
principal defense, that the special ad- 
ministrators were without authority, also 
failed. Though their authority is limited, 
the special administrators were the only 
personal representatives then acting and 
were under the duty to file tax re- 
turns. They could have requested author- 
ity to pay the taxes, since the estate at 
the time the returns were due had suffi- 
cient liquid assets out of which payment 
could be made; and if the court had re- 
fused their specific request to pay taxes, 
the surcharge would not be allowable. 
The record showed, however, that the 
special administrators resisted the ap- 
plication of third parties to require them 
to pay the estate taxes, and when ordered 
by the court to pay over all except 
$20,000 of cash on such tax liabilities, 
the special administrators delayed doing 
so and, in fact, never did pay all they 
were able to pay. 

The cause was remanded to the trial 
court to determine the amount of sur- 
charge. This should be measured by all 
of the interest accruing on those taxes 
from the due date until the court ordered 
the application of all but $20,000 of the 
assets of the estate upon such payment, 
plus the difference between the amount 
of interest accruing on such estate taxes 
after the entry of the order and the 
amount that would have accrued had the 
special administrators complied with the 
order immediately. The amount thus de- 
termined was subject to deduction by 
such off-sets as the special administra- 
tors might demonstrate the assets to 
have earned the estate but which would 
not have been earned had the assets 
been applied to the payment of the 
taxes, plus such fees allowed or allow- 
able which the court may determine 
were properly earned by the special ad- 
ministrators. 

A A A 
@ Estate Tax Preliminary Notice (form 
704) in the case of the death of a non- 
resident must henceforth be filed with 
the Director of International Operations 
in Washington, D. C. 
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LIFE TENANT & REMAINDERMAN — 
Income During Probate Adm. iis. 
tration — Effect of Decree of _ dis. 
tribution on Rights of Inc: me 
Beneficiary and Remaindermai 


California—Supreme Court 


Estate of de Laveaga, 50 A.C. 414 (June 6, 
1958) annulling decision abstracted in [XE 
Jan. 1958, p. 84. 


Appeal by remainderman of testaren. 
tary trust from judgment directing i rus. 
tee to pay $26,000 from trust asseis ty 
executrix of estate of deceased life ten. 
ant, together with $31,000 accumulated 
and unpaid interest thereon. The life 
tenant died 1953. 

The $26,000 represents income earn. 
ed during probate administration of the 
testator’s estate, distributed to the trus. 
tee without segregation from corpus in 
1932. The trustee administered it a; 
part of corpus, paying the income t) 
life tenant. The $31,000 represents in- 
terest determined by the trial court t 
have accumulated on the fund during 
the 23 years of trust administration, as 
required by Section 162, Probate Code, 
allowing 4% interest on trust income, 
where payable from testator’s death. 


HELD: (1) Life tenant’s claim not 
precluded by decree of distribution mak- 
ing no differentiation between principal 
and income. 


(2) Life tenant was entitled to “in- 
terest on the witheld income, subject to 
offset to extent of amounts paid life 
tenant by way of earnings on the with- 
held sum of $26,000. 

Case is important as clarifying a point 
on which California cases have been in 
conflict, namely, whether the probate 
court in distributing an estate has the 
power to differentiate between principal 
and income, the earlier cases holding that 
the court had no such power. On this 
point the court says that “the trust 
property need not of necessity be al- 
located between income and corpus in 
the proceedings which result in the de- 
cree of distribution,” going on to say 
that if such issues are raised, the court’s 
determination of these issues is res 
judicata. But if no allocation is made in 
the probate court, the trust property 
being distributed to the trustee as an 
aggregate, the trustee is under a duty to 
make the allocation, and later litigation 
over the matter is not precluded by de- 
cree of distribution. 


PERPETUITIES — Portions of ‘Trust, 
Otherwise Valid, Held Invalid Un- 
der Doctrine of “Infectious In 
validity“ — Formal Trust Does 
Not Require Notice To Bene’ iciat- 
ies 


Massachusetts—Supreme Judicial Court 
New England Trust Co. v. Sanger, 195% Mas: 
609. 


An irrevocable and unamendable inte! 
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viv. s trust, executed in 1913, provided 
tha. income in the discretion of the 
trustee should be paid to a brother of 
the settlor, Dr. Sanger, during his life. 
Afier his death the income should be 
pai: equally to his surviving children 
and issue of deceased children per 


stirves. On the death of the last child, 
the trust fund was to be divided among 
the issue of the children, per stirpes. 

In 1930, to cure the repugnancies to 
the rule against perpetuities, the settlor 
executed a trust which provided that if 
any provision of the 1913 trust should 
be held invalid, whereby any income or 
principal should revert to the settlor or 
his estate, he held it in trust from the 
date of the 1930 trust to pay over the 
net income to the now living children of 
Dr. Sanger and the issue of any deceased 
child, per stirpes, and on the death of 
the last survivor of the children to pay 
over the principal to their then living 
issue ver stirves. 

The settlor died in 1938 and Dr. San- 
gr in 1945. Dr. Sanger’s children, 
Eugene and Charlotte, were born before 
1918, and a third, Sabin, was born in 
1919. Charlotte died in 1947 leaving two 
children. Eugene died in 1954, leaving 
two adopted children, but no children of 
his own. Sabin is still living and has 
three minor children. 


After Dr. Sanger’s death the income 
was paid in equal shares to the three 
children. After Charlotte’s death her 
share was paid to her issue. Eugene’s 
death precipitated the controversy as his 
adopted children were not issue within 
the terms of either trust and could not 
take under either. The trustee sought 
instructions as to the distribution of the 
income and later, on the death of Sabin, 
of the principal. 

The probate court decreed that the 
gifts of principal under the 1913 trust 
were invalid and passed under the 1930 
trust; also that all gifts of income after 
Dr, Sanger’s death should be treated as 
invalid and be disposed of under the 
1980 trust, as otherwise there would be 
wnequai distribution among different 
branches of the family or gifts outside 
the family, both contrary to the settlor’s 
intent. The judge also ruled that the in- 
terests which did not pass under the 1913 
ttust reverted to the settlor in 1913 and 
Passed under the 1930 trust, which, be- 
ing a formal trust, was valid without 
hotice to the beneficiaries. Accordingly, 
during Sabin’s life Charlotte’s share of 
the in ome and one half of Eugene’s 
share -hould be paid to Charlotte’s is- 
sues aid the other half to Sabin. The 
brinci; 1 should be distributed on Sabin’s 


death . . accordance with the 1930 trust. 

HE! ): Affirmed. Some of the gifts in 
he 19 } trust violated the rule against 
Werpet’ ties. The 1930 trust was a valid 
Tust 


sposing of all the reversionary 
of the settlor under the 1913 
was not an amendment of the 


intere: 
rust, 
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earlier trust but affected only property 
so reverting. As a formal trust it was 
valid without notice to the beneficiaries. 

The guardian’s argument that the 
1930 trust violated the rule against per- 
petuities because it could not be effec- 
tive until there had been a declaration 
of the invalidity of the 1913 trust, which 
might happen beyond the period of the 
rule, was untenable. The clause as to 
any provision being declared invalid was 
not a condition of the trust. The trust 
was a present declaration of trust as to 
any reversionary interests the settlor 
might have, and the invalidity took ef- 
fect as a matter of law. 

The gift of the principal to the issue 
under the 1913 trust was clearly void. 
It violated the rule against perpetuities, 
since a child might be born, and actually 
was, after the date of the trust. 

The gift of the income to the children 
and issue of deceased children presented 
more difficulty. All interests after the 
gifts of life estates to the children were 
invalid, so that after the death of each 
child his or her one third share of the 
trust would be governed by the 1930 
trust. This would produce inequality of 
distribution, not in accord with the set- 
tlor’s intent, which was to benefit each 
line of descendants equally. This inequal- 
ity could be eliminated by holding that 
all the interests under the 1913 trust 
following the life interest of Dr. Sanger 
were invalid. This could be done under 
the doctrine of “infectious invalidity.” 
This means that where certain interests 
are invalid and their invalidity so af- 
fects the valid portions that the scheme 
becomes hopelessly distorted or frag- 
mentary, the otherwise valid portions 
will be held invalid as a matter of con- 
struction in order to carry out the pre- 
sumed intent of the settlor. 


SPOUSE’S RIGHTS — Widow Not En- 
titled to Statutory Share Outright 
Because of Trustee’s Power to Ter- 
minate Trust 

New York—Appellate Division, First Dept. 
Matter of NizdcIman, 175 N.Y.S. 2d 694. 


Testator’s residuary estate consisted 


entirely of stock of a family corporation. 
The testator held 90% of the stock and 
his widow owned the balance. The cor- 
poration had never declared a dividend. 
The testator bequeathed 60% of his 
residuary estate in trust for his widow, 
the income to be paid to her during her 
life. The trus.ee was empowered to sell 
the stock or liquidate the corporation, 
and thereupon the trust was to ter- 
minate and the principal to be dis- 
tributed to the widow. The other 40% of 
the residuary estate was bequeathed in 
trust for the benefit of the testator’s sis- 
ters. 


Under Section 18 of the Decedent Es- 
tate Law, a testator who is not survived 
by issue must leave 50% of his estate 
to his widow, or create a trust of that 
amount, the income from which will go 
to the widow during her life. The widow 
contended that she was entitled to de- 
mand half of the estate outright under 
Section 18 because the trustee’s power 
to terminate the trust deprived her of 
a trust for her life, and the trustee’s 
power and control of the corporation 
did not assure the widow of income and 
made the trust illusory. The widow’s 
contention Was supported by all of the 
beneficiaries and opposed by the trustee. 


HELD: The purpose of Section 18 is 
to create minimal provisions for the 
widow and not to prevent excess be- 
quests. The termination of this trust 
would enlarge the widow’s interest be- 
cause she would receive principal out- 
right. Therefore she has a greater in- 
terest in the estate than Section 18 re- 
quires. The argument that this is an 
illusory trust was rejected by the Court 
of Appeals in Matter of Shupack (T&E, 
Oct. 1956, p. 982). 


Two judges dissented on the ground 
that the trust is not measured by the 
widow’s life because it may be termin- 
ated at any time by the trustee. That 
the widow would thereupon receive the 
principal outright is not controlling — 
the trustee could choose a time to ter- 
minate that would be unfavorable to the 
widow. 
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TAXATION — Estate and Inheritance 
— Distribution of Marital Deduc- 
tion Gift to be Valued as of Date 
of Distribution Under “Pecuniary 
Type Formula” 


New Jersey—Superior Court 
In re Estate of Kantner, 243 A. 2d 243. 


Decedent bequeathed one-half of his 
estate to his wife. Rest, residue and re- 
mainder was left in trust to pay income 
to wife, with principal distributions to 
children upon their attaining specific 
ages. In wording bequest to wife, de- 
cedent employed “pecuniary type for- 
mula” and not “residue formula” to ob- 
tain maximum marital deduction for 
federal estate tax purposes. In order to 
satisfy bequest, it was necessary to dis- 
tribute to widow certain shares of com- 
mon stock which had value of $7.20 per 
share at date of decedent’s death and 
were worth $33.43 as of date of distri- 
bution. County Court ruled that stock 
should be valued as of date of death in 
determining number of shares to be dis- 
tributed to wife. Guardian ad litem 
of minor children who had trust inter- 
ests in residue contended that lesser 
number of shares should be distributed 
to widow on ground that they should be 
valued at higher price per share as of 
date of distribution. 

HELD: County Court judgment modi- 
fied, Language of will disclosed use of 
“pecuniary type formula” and not “resi- 
due formula.” Under former, marital de- 
duction gift receives, in case of distribu- 
tion in kind, assets worth amount of de- 
duction as of time of distribution; where- 
as, under latter, trust receives formula 
fractional share of whatever assets are 
available in residuary estate at time of 
distribution. In determining amount of 
property to be distributed to wife, it is 
to be valued at date of distribution value, 
in this case higher per share amount. 


TAXATION — Estate & Inheritance — 
Transfer for Consideration Not 
Taxable 


Maryland—Court of Appeals 

Register of Wills v. Blackway, 217 Md. 1, 141 

A. 2d 713. 

In April, 1952, the Plaintiff, who had 
an income of about $2,500 a year from 
his grocery business, sold the business 
for a net of $1,500, and took up residence 
with his mother aged about 85, and his 
stepfather, aged about 91. In May, 1953, 
the stepfather conveyed to Plaintiff a re- 
mainder interest in four parcels of real 
estate, reserving to the grantor and his 
wife, or the survivor of them, successive 
life estates. The Plaintiff’s mother died 
in October, 1954, and the stepfather in 
May, 1955. On the latter’s death, the 
Register of Willsysought to enforce pay- 
ment of a Maryland Inheritance Tax on 
the value of the real estate, appraised 
at $14,600, as property involved in a 
transfer “intended to take effect in pos- 


860 





session or enjoyment at or after the 
death of a decedent.” Plaintiff brought 
a Bill for Declaratory Judgment to test 
the validity of the assessment. 

At the trial, evidence was admitted, 
over objections, that Plaintiff had enter- 
ed into an agreement with his step- 
father whereby the Plaintiff would come 
to live with his stepfather and his moth- 
er and care for them for the rest of 
their lives, if the stepfather would con- 
vey to the Plaintiff the remainder in- 
terest in the real estate involved in the 
proposed assessment. The lower court 
found as a fact that the agreement 
existed, and had been fully executed on 
both sides. The court went on to de- 
clare that no inheritance tax was due. 

HELD: Affirmed. Although the Mary- 
land statute does not contain language 
found in the Federal estate tax laws and 
in the statutes of other States, exempt- 
ing transfers made in full considera- 
tion of money or money’s worth, the At- 
torney General of this State has con- 


sistently ruled that there is an “im. 
plied exemption” for transfers supported 


by consideration which is “reasonably 
commensurate” with the value of the 
property transferred. While the trans. 
feree in this case may have fared well 
financially from the agreement, never. 
theless, his duties were onerous, and the 
evidence is clear that there was no one 
else available to do the work. The value 
of the consideration must be measured 
as of the date of the agreement, not the 
date of the death of the transferor. 

On the evidence point, the Court held 
that the “Dead Man’s Evidence Statute” 
prohibiting the testimony of a party in 
suits “by or against executors, adminis. 
trators, heirs, devisees, legatees and dis. 
tributees” as to transactions had with 
the decedent, does not bar the testimony 
of the Plaintiff in this case. He is not, 
“distributee” within the meaning of that 
word in the statute, nor is the Registe 
of Wills within the class of person: 
therein enumerated. 
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Life 1s so 


The responsibilities of success—the de- 
mands of friendship—obligations to the 
community—the needs of a family for 
companionship and guidance...all of 
these, and more, combine to put unre- 
mitting pressure on most px ople who 
have funds to invest. 


It is not surprising, therefore, that 





Writ 


ob States Crust Company 
at New York 


37 Broad Street, New 





DAILY! 


so many security owners see room for 
improvement in their investment pro- 
grams...without having time and energy 
to do much about it. 

For these people, an Investment 
Management account with the United 
States Trust Company should be profit- 


able, both in dollars and in peace of mind. 





York 4, New York 












YOUU ww we YY YY 


q iWer-2724 
4 WU att 





























BASAL AS AE EAE AEE SE AE AE IK IE TEAR AS TE AR AEBS IE AK AE AE ASAE ARAB Ab AB Ads As Ss Ads Ads Bos Abs bos Bid ASA Eis Bos Ads REESE ABs hd bts Boats Bias ADs dds dil hi 




















t 


f 
‘Ay 

















= i 
ANA 


+ hoa 


DEALERS IN 


State, Municipal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 





